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A . I . D .  DISCUSSION PAPERS - 

A . I . B .  D i s c u s s i o n  Papers  are  c i r c u l a t e d  f o r  i n f o r m a t i o n a l  
purposes .  These p a p e r s  a r e  i n t e n d e d  t o  s e r v e  s e v e r a l  
f u n c t i o n s :  t o  improve knowledge of  a n a l y t i c a l  s t u d i e s ,  
r e s e a r c h  r e s u l t s  and a s s i s t a n c e  p o l i c i e s  among Agency 
p e r s o n n e l ;  t o  encourage  t h e  c a r e f u l  r e c o r d i n g  and a n a l y s i s  
o f  Agency e x p e r i e n c e  and problems by p e r s o n s  c u r r e n t l y  
engaged i n  them; and t o  s h a r e  such  e x p e r i e n c e  and i d e a s  
w i t h  i n t e r e s t e d  p e r s o n s  o u t s i d e  t h e  Agency. These p a p e r s  
a r e  d e s i g n e d  t o  s t i m u l a t e  and  s e r v e  a s  background f o r  
d i s c u s s i o n .  They r e p r e s e n t  t h e  views of  t h e  a u t h o r s  and 
a r e  n o t  i n t e n d e d  a s  s t a t e m e n t s  o f  Agency p o l i c y .  
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I n t r o d u c t i o n  

M o s t  o f  t h e  l i t e r a t u r e  o n  b a s i c  human n e e d s  i s  m o t i v a t e d  

by  t h e  o b s e r v a t i o n  t h a t  r a p i d  growth  i n  less d e v e l o p e d  c o u n t r i e s  

(LDCs) h a s  f a i l e d  t o  make a  s u b s t a n t - i a l  impac t  i n  t e r m s  o f  

1/ 
a l l e v i a t i o n  o f  p o v e r t y  and enhanced  s a t i s f a c t i o n  o f  b a s i c  needs. -  

T h i s  f a i l u r e  o f  growth h a s  t y p i c a l l y  been a t t r i b u t e d  t o  p a t t e r n s  

o f  g rowth  w i t h i n  c o u n t r i e s ,  which  a l l e g e d l y  have  g e n e r a t e d  a 

worsened  d i s t r i b u t i o n  o f  income,  l i t t l e  o r  no i n c r e a s e  i n  abso-  

l u t e  incomes of t h e  p o o r ,  a n d  a p a t t e r n  o f  p r o d u c t i o n  and  s u p p l y  

i l l - s u i t e d  t o  t h e  t a s k  o f  m e e t i n g  b a s i c  n e e d s .  The b a s i c  needs  

l i t e r a t u r e  h a s  p l a c e d  g r e a t  emphas i s  on a c h i e v i n g  p a t t e r n s  o f  

deve lopment  t h a t  p r o v i d e  f o r  " e q u i t a b l e  growth" ( t h r o u g h  i n -  

c r e a s e d  and  more p r o d u c t i v e  employment,  a s s e t  r e d i s t r i b u t i o n ,  

and  o t h e r  measu res  l e a d i n g  t o  a  more e q u i t a b l e  d i s t r i b u t i o n  o f  

e a r n e d  income) and  enhanced  deve lopment  o f  human r e s o u r c e s  

( t h r o u g h  m o r e  e f f e c t i v e  d i r e c t  i n t e r v e n t i o n  t o  a d d r e s s  h e a l t h ,  

2 /  e d u c a t i o n  and  n u t r i t i o n a l  n e e d s . )  - 

-- 
/ ~ o n c e p t u g l l y ,  one  can  d e f i n e  t h e  p o o r  a s  t h o s e  who c a n n o t  - 

m e e t  t h e i r  b a s i c  n e e d s ,  so t h a t  p o v e r t y  a l l e v i a t i o n  and 
i n c r e a s e d  s a t i s f a c t i o n  t o  b a s i c  n e e d s  a r e  e q u i v a l e n t .  Em- 
p i r i c a l l y ,  e s t i m a t e s  o f  p o v e r t y  t e n d  t o  f o c u s  o n  t h e  c a p a c i t y  
t o  m e e t  n e e d s  f o r  goods  s u c h  a s  f o o d ,  c l o t h i n g  and  s h e l t e r  
t h a t  a r e  t y p i c a l l y  a v a i l a b l e  t h r o u g h  m a r k e t s .  They u s u a l l y  
i g n o r e  t h e  c o s t s  o f  n e e d s  such  a s  h e a l t h ,  e d u c a t i o n ,  and  
c l e a n  w a t e r ,  which m i g h t  o r  m i g h t  n o t  b e  a v a i l a b l e  t h rough  
f u n c t i o n i n g  m a r k e t s .  

2 /  Some c h a r a c t e r i z e  t h i s  l a t t e r  endeavor  -- human r e s o u r c e  - 
deve lopmen t  -- a s  THE b a s i c  n e e d s  a p p r o a c h ,  and r e g a r d  i t  
a s  complementary t o  ( b u t  d i s t i n c t  f rom) e f f o r t s  t oward  
a c h i e v i n g  e q u i t a b l e  g r o w t h .  For example ,  see P a u l  S t r e e t e n  
( 1 9 7 7 ) .  O t h e r s  c o n s i d e r  t h a t  t h e  b a s i c  n e e d s  a p p r o a c h  i s  
p r i m a r i l y  an  e q u i t a b l e  g rowth  s t r a t e g y ,  m o d i f i e d  t o  i n c l u d e  
s u p p l y - s i d e  c o n s i d e r a t i o n s  o f  t h e  c o m p o s i t i o n  o f  o u t p u t ,  
i n c l u d i n g  t h e  p r o v i s i o n  o f  p u b l i c  s e r v i c e s .  S e e  ILO (19771,  
C r o s s w e l l  ( 1 9 7 8 ) .  



The main t h e s i s  o f  t h i s  p a p e r  i s  t h a t  t h e  p e r s i s t e n c e  o f  

widespread  a b s o l u t e  p o v e r t y  d e s p i t e  r a p i d  growth o f  GNP i n  LDCs 

a s  a  group r e s u l t s  n o t  s o  much from inadequa te  p a t t e r n s  o f  growth 

w i t h i n  c o u n t r i e s  a s  from t h e  uneven p a t t e r n s  of  growth among 

c o u n t r i e s .  Most of  t h e  w o r l d ' s  poor a r e  i n  low-income c o u n t r i e s ,  

and  t h e s e  c o u n t r i e s  have by and l a r g e  e x p e r i e n c e d  v e r y  s low 

r a t e s  o f  growth.  F u r t h e r ,  what  d a t a  e x i s t  on t r e n d s  i n  income 

d i s t r i b u t i o n  o v e r  t i m e  r e v e a l  no predominant  tendency f o r  income c i s -  

t r i b u t i o n  t o  worsen w i t h c y o w t k  Where r a p i d  growth h a s  o c c u r r e d ,  

i t  h a s  a l m o s t  always r e s u l t e d  i n  reduced i n c i d e n c e  o f  p o v e r t y .  

T h i s  c e r t a i n l y  d o e s  n o t  mean t h a t  t h e  c u r r e n t  emphasis  on 

b a s i c  human needs i s  m i s p l a c e d .  No more u r g e n t  p r i o r i t y  f a c e s  

t h e  development  community t h a n  t h e  p r e s s i n g  need t o  a l l e v i a t e  

wor ld  p o v e r t y .  Nor does  it imply t h a t  i n t r a - c o u n t r y  p a t t e r n s  

o f  growth a r e  un impor tan t .  The s o r t s  o f  measures h i g h l i g h t e d  

by t h e  b a s i c  needs approach v i t a l l y  a f f e c t  t h e  e x t e n t  o f  

p o v e r t y  a s s o c i a t e d  w i t h  a  g i v e n  l e v e l  o f  p e r  c a p i t a  income, 

and a r g u a b l y  c o n t r i b u t e  t o  s t e a d y  growth i n  income o v e r  t i m e  

th rough  i n v e s t m e n t  i n  human r e s o u r c e s ,  b e t t e r  u t i l i z a t i o n  o f  

I/ e x i s t i n g  r e s o u r c e s ,  etc.-  

I t  does  p o i n t  t o  a  d imension o f  t h e  b a s i c  needs problem t h a t  

h a s  been r e l a t i v e l y  n e g l e c t e d ,  p a r t i c u l a r l y  by donors .  For  it 

1/ See  Crosswel l  (1978) f o r  a  d i s c u s s i o n  of  t h e s e  arguments .  - 
See Wheeler (1980) and Hicks (1980) f o r  e m p i r i c a l  ev idence .  



t u r n s  o u t  t h a t  w h i l e  most o f  t h e  d e v e l o p i n g  w o r l d ' s  p o v e r t y  

problem i s  h e a v i l y  c o n c e n t r a t e d  i n  low-income c o u n t r i e s  -- t h o s e  

w i t h  1977 p e r  c a p i t a  incomes a t  o r  below $300  -- c o n c e s s i o n a l  

f o r e i g n  a s s i s t a n c e  ( n o t  t o  mention non-concess iona l  f o r e i g n  

a s s i s t a n c e )  i s  d i r e c t e d  p r i m a r i l y  toward  middle-income c o u n t r i e s .  

The f i r s t  s e c t i o n  o f  t h i s  p a p e r  t a k e s  a s  a p o i n t  of  depar-  

t u r e  t h e e s t i m a t e s  o f  i n c i d e n c e  of  p o v e r t y  f o r  t h i r t y - s i x  develop-  

i n g  c o u n t r i e s  d e r i v e d  by Ahluwalia ,  C a r t e r  and Chenery (1979) 

and u s e s  t h e s e  a s  a basis f o r  e s t i m a t i n g  t h e  p e r c e n t a g e s  of  popu- 

l a t i o n  i n  a b s o l u t e  p o v e r t y  f o r  s i x t y - e i g h t  o t h e r  deve lop ing  

c o u n t r i e s .  T h i s  f a c i l i t a t e s  an a n a l y s i s  o f  t h e  d i s t r i b u t i o n  o f  

p o v e r t y  among g roups  of c o u n t r i e s ,  c l a s s i f i e d  a c c o r d i n g  t o  p e r  

c a p i t a  income. The main f i n d i n g s  a r e  t h a t  o v e r  80 p e r c e n t  of  

t h e  w o r l d ' s  poor  are i n  low-income c o u n t r i e s  -- t h o s e  w i t h  p e r  

c a p i t a  incomes i n  1977 a t  o r  below $ 3 0 0  (1977 p r i c e s ) .  About 

h a l f  o f  t h e  p o p u l a t i o n  i n  t h i s  group i s  poor .  C o u n t r i e s  w i t h  

p e r  c a p i t a  incomes above $450 a c c o u n t  f o r  less t h a n  1 0  p e r c e n t  

o f  LDC poor ,  and t h e  i n c i d e n c e  o f  p o v e r t y  i n  t h i s  group i s  

f a i r l y  low, a b o u t  1 4  p e r c e n t .  

The n e x t  s e c t i o n  o f  t h e  p a p e r  c r i t i c a l l y  examines t h e  prop- 

@ s i t i o n  t h a t  r a p i d  growth h a s  f a i l e d  t o  make a  s u b s t a n t i a l  

impac t  on a b s o l u t e  p o v e r t y  because  o f  a d v e r s e  t r e n d s  i n  income 

d i s t r i b u t i o n  a s  growth p roceeds .  While  c r o s s - s e c t i o n  d a t a  l e n d  

some s u p p o r t  t o  t h i s  l a t t e r  p r o p o s i t i o n ,  time-series d a t a  do n o t .  

F u r t h e r ,  s i m u l a t i o n s  t h a t  i n c o r p o r a t e  a n  assumpt ion  o f  worsen ing  



income d i s t r i b u t i o n  f o r  low-income c o u n t r i e s  n o n e t h e l e s s  show a 

s u b s t a n t i a l  i m p a c t  o f  g rowth  i n  t e r m s  o f  r e d u c e d  i n c i d e n c e  o f  

p o v e r t y .  F i n a l l y ,  e m p i r i c a l  s t u d i e s  o f  a number o f  d e v e l o p i n g  

c o u n t r i e s  s u g g e s t  t h a t  r a p i d  growth  h a s  t y p i c a l l y  been a s s o c i a t e d  

w i t h  r e d u c t i o n s  i n  a b s o l u t e  p o v e r t y .  

The t h i r d  s e c t i o n  o f  t h e  p a p e r  d r a w s  i m p l i c a t i o n s  f o r  d o n o r s  

o f  c o n c e s s i o n a l  f o r e i g n  a s s i s t a n c e .  An e x a m i n a t i o n  o f  t h e  d i s -  

t r i b u t i o n  of O f f i c i a l  Development A s s i s t a n c e  (ODA) among g r o u p s  

o f  c o u n t r i e s ,  u s i n g  d a t a  on commitments o v e r  t h e  1976-78 p e r i o d ,  

r e v e a l s  t h a t  t h e  low-income c o u n t r i e s  -- w i t h  o v e r  80 p e r c e n t  o f  

LDC poor  and  o v e r  60 p e r c e n t  o f  t h e  t o t a l  LDC p o p u l a t i o n  -- 

r e c e i v e d  less t h a n  4 5  p e r c e n t  o f  ODA commitments.  I n  c o n t r a s t  

t h e  g roup  o f  c o u n t r i e s  w i t h  p e r  c a p i t a  incomes above  $ 4 5 0  -- 

which  a c c o u n t  f o r  less  t h a n  10 p e r c e n t  o f  t h e  poor  and a b o u t  one- 

q u a r t e r  o f  t h e  t o t a l  p o p u l a t i o n  -- r e c e i v e d  o v e r  35 p e r c e n t  of 

ODA commitments.  Thus t h e  d i s t r i b u t i o n  o f  c o n c e s s i o n a l  f o r e i g n  

a s s i s t a n c e  does  n o t  r e f l e c t  v e r y  w e l l  t h e  d i s t r i b u t i o n  o f  LDC pov- 

e r t y .  The e n s u i n g  d i s c u s s i o n  r e v i e w s  t h e  l i t e r a t u r e  on d e t e r -  

m i n a n t s  o f  a i d  a l l o c a t i o n  p a t t e r n s ,  p o i n t i n g  t o  b i a s e s  i n  a i d  

a l l o c a t i o n s  i n  f a v o r  o f  s m a l l  c o u n t r i e s  (as  opposed  t o  p o p u l o u s  

c o u n t r i e s )  a n d  i n  f a v o r  o f  middle- income c o u n t r i e s  ( a s  opposed  

t o  low-income c o u n t r i e s ) .  ~ c o n o m e t r i c  a n a l y s i s  o f  t h e  r e c e n t  

ODA commitments d a t a  u n d e r  i n v e s t i g a t i o n  h e r e  c o n f i r m s  a  v e r y  

s h a r p  b i a s  i n  f a v o r  o f  s m a l l  c o u n t r i e s ,  b u t  d o e s  n o t  i n d i c a t e  a 

b i a s  toward  middle- income c o u n t r i e s .  The f o r m e r  b i a s  t e n d s  t o  

skew a s s i s t a n c e  away f rom t h e  low-income g r o u p ,  s i n c e  t h e s e  



c o u n t r i e s  a r e  on a v e r a g e  more p o p u l o u s .  These  r e s u l t s  l e a d  t o  

a d i s c u s s i o n  o f  a l l o c a t i o n  models t h a t  d o n o r s  migh t  u s e  t o  

e f f e c t  a  r e d i s t r i b u t i o n  o f  ODA a l o n g  p a t t e r n s  t h a t  would  be 

more c o n s i s t e n t  w i t h  t h e  o b j e c t i v e  o f  a c h i e v i n g  s u b s t a n t i a l  

r e d u c t i o n s  i n  LDC p o v e r t y  by  t h e  e n d  o f  t h e  c e n t u r y .  The common 

f e a t u r e s  o f  t h e s e  models  i n c l u d e  a  s o f t e n i n g  o r  e l i m i n a t i o n  o f  

t h e  b i a s  a g a i n s t  l a r g e  c o u n t r i e s ;  an  e x p l i c i t  b i a s  i n  f a v o r  o f  

low-income c o u n t r i e s ;  and  i n c l u s i o n  o f  pe r fo rmance  o r  e f f e c t i v e -  

n e s s  c r i t e r i a  a s  o n e  d e t e r m i n a n t  of a l l o c a t i o n s .  

What a r e  t h e  p r o s p e c t s  t h a t  i n c r e a s e d  ODA f l a w s  t o  low- 

income c o u n t r i e s  would r e s u l t  i n  a c c e l e r a t e d  g rowth?  The f i n a l  

s e c t i o n  o f  t h e  p a p e r  r e v i e w s  some o f  t h e  e v i d e n c e  on t h e  r e l a -  

t i o n s h i p  be tween  f o r e i g n  a s s i s t a n c e  and g rowth .  A l though  t h i s  

e v i d e n c e  i s  mixed,  it s u g g e s t s  t h a t  s h o r t f a l l s  i n  f o r e i g n  

a s s i s t a n c e  p l a y e d  a s i g n i f i c a n t  r o l e  i n  t h e  p o o r  growth  per form-  

a n c e  o f  t h e  low-income g r o u p  i n  t h e  p a s t ,  a n d  t h a t  i n c r e a s e d  

f o r e i g n  a s s i s t a n c e  t o  low-income c o u n t r i e s  c o u l d  make a sub-  

s t a n t i a l  c o n t r i b u t i o n  t o  a  m o r e  r a p i d  g rowth  o v e r  t h e  n e x t  t e n  

t o  t w e n t y  y e a r s .  F i n a l l y ,  a n  " i l l u s t r a t i v e  s c e n a r i o "  o f  a  sub- 

s t a n t i a l  s h i f t  i n  a l l o c a t i o n s  o f  ODA t o w a r d s  low-income c o u n t r i e s  

i s  d i s c u s s e d .  



I. - The D i s t r i b u t i o n  o f  P o v e r t y  Among C o u n t r i e s  - 

A. E s t a b l i s h e d  E s t i m a t e s  f o r  T h i r t v - s i x  D e v e l o ~ i n a  
C o u n t r i e s  

The methodology u s e d  h e r e  f o r  d e t e r m i n i n g  t h e  d i s t r i b u -  

t i o n  o f  p o v e r t y  among c o u n t r i e s  i s  based on,  and e x t e n d s ,  t h e  

work o f  Ahluwal ia ,  C a r t e r  and Chenery. They i n  t u r n  used a s  a  

p o i n t  o f  d e p a r t u r e  e s t i m a t e s  of  r e a l  GDP p e r  c a p i t a  p u b l i s h e d  

by K r a v i s ,  Heston,  and Summers (KHS). L/ The KHS p a p e r  i s  

m o t i v a t e d  by t h e  o b s e r v a t i o n  t h a t  t h e  p u r c h a s i n g  power of a  

d o l l a r  ( t h e  " r e a l "  v a l u e  o f  a  d o l l a r )  v a r i e s  c o n s i d e r a b l y  from 

c o u n t r y  t o  c o u n t r y  a t  any g i v e n  p o i n t  i n  t ime .  ~ c c o r d i n g l y ,  a  

comparison between two c o u n t r i e s  i n  terms of  p e r  c a p i t a  income 

measured i n  d o l l a r s  u s i n g  c o n v e n t i o n a l  exchange r a t e s  ("nominal"  

p e r  c a p i t a  income) does  n o t  g i v e  an  a c c u r a t e  p i c t u r e  of  one 

c o u n t r y ' s  a v e r a g e  r e a l  income r e l a t i v e  t o  a n o t h e r ' s .  

The KHS e s t i m a t e s  of r e a l  GDP p e r  c a p i t a  r e p r e s e n t  a n  e f f o r t  

t o  measure d i s p a r i t i e s  i n  r e a l  income w i t h  g r e a t e r  accuracy ,  by 

e s t i m a t i n g  a  f a c t o r  ( c a l l e d  a n  exchange r a t e  d e v i a t i o n  index  by 

KHS, and r e f e r r e d  t o  e l s e w h e r e  a s  a  Krav i s  f a c t o r )  t h a t  measures 

t h e  e x t e n t  t o  which nominal compar isons  w i t h  income i n  t h e  United 

S t a t e s  m i s s t a t e  r e a l  compar isons .  F o r  i n s t a n c e ,  t h e  obse rved  

1/ See  "Growth and p o v e r t y  i n  Developing C o u n t r i e s "  by Montek - 
Ahluwal ia ,  Nicho las  C a r t e r  and H o l l i s  Chenery, J o u r n a l  of  
Development Economics, V a l .  6 ,  No. 3 ,  September 1979 and 
"Rea l  GDP P e r  ~ a ~ i t a ~ o r  More Than One Hundred C o u n t r i e s , "  
by I r v i n g  K r a v i s ,  Alan Heston and Rober t  Summers, The - 
Economic J o u r n a l ,  Vol .  88, No. 350,  June  19'78. -- - 



K r a v i s  f a c t o r  f o r  I n d i a  i s  3 .34 ,  i n d i c a t i n g  ( r o u g h l y )  t h a t  a  

d o l l a r  i n  I n d i a  i n  1970 c o u l d  p u r c h a s e  t h e  e q u i v a l e n t  of $3.34 

i n  t h e  U n i t e d  S t a t e s  i n  t h e  same y e a r .  

The K r a v i s  e s t i m a t e s  w e r e  d e r i v e d  by  (1) e s t a b l i s h i n g  

d e t a i l e d  series o f  p r i c e  compar i sons  f o r  s i x t e e n  c o u n t r i e s  

i n c l u d i n g  t h e  U n i t e d  S t a t e s ;  ( 2 )  u s i n g  t h e s e  p r i c e  compar i sons  

t o  e s t a b l i s h  rea l  l e v e l s  o f  p e r  c a p i t a  income ( i , e , ,  p e r  c a p i t a  

income i n  d o l l a r s  o f  u n i f o r m  p u r c h a s i n g  p o w e r ) ;  ( 3 )  d e r i v i n g  

t h e  a s s o c i a t e d  K r a v i s  f a c t o r s ,  measured  as t h e  r a t i o  of r e a l  t o  

nomina l  p e r  c a p i t a  income; a n d  ( 4 )  s e e k i n g  r e a d i l y  o b s e r v a b l e  

v a r i a b l e s  which would e c o n o m e t r i c a l l y  e x p l a i n  t h e  r e a l  income 

l e v e l s ,  and t h u s  c o u l d  b e  u s e d  t o  e s t i m a t e  r e a l  incomes a n d  

K r a v i s  f a c t o r s  f o r  o t h e r  c o u n t r i e s .  

Ah luwa l i a ,  C a r t e r  and  Chenery (ACC) u s e d  t h e s e  r e s u l t s  i n  

e s t i m a t i n g  p e r c e n t a g e s  a f  p o p u l a t i o n  i n  a b s o l u t e  p o v e r t y  f o r  

t h i r t y - s i x  d e v e l o p i n g  c o u n t r i e s .  They s t a r t e d  w i t h  1970 p e r  

c a p i t a  GDP f i g u r e s  i n  nomina l  t e r m s  ( i . e . ,  measured  i n  1970 

d o l l a r s  on t h e  b a s i s  of c o n v e n t i o n a l  f o r e i g n  exchange  r a t e s )  

a n d  c o n v e r t e d  t h e s e  t o  d o l l a r s  o f  u n i f o r m  p u r c h a s i n g  power 

(ICP d o l l a r s )  u s i n g  t h e  ~ r a v i s  f a c t o r s  e s t i m a t e d  by KHS. Thus,  

f o r  I n d o n e s i a ,  real  p e r  c a p i t a  GDP ( i n  ICP d o l l a r s )  was r o u g h l y  

t h r e e  t i m e s  t h e  l e v e l  of nomina l  GDP p e r  c a p i t a ,  c o r r e s p o n d i n g  

t o  t h e  e c o n o m e t r i c a l l y  e s t i m a t e d  K r a v i s  f a c t o r  f o r  I n d o n e s i a  o f  

3 .10 .  

ACC t h e n  p o s i t  a p o v e r t y  l i n e  o f  200  I C P  d o l l a r s ,  which  i s  

a b o u t  t h e  income l e v e l  o f  t h e  4 6 t h  p e r c e n t i l e  o f  income r e c i p i e n t s  



in India. This income level would be approximately adequate to 

ensure a daily supply of 2250 calories in India. Thus, as ACC 

point out, the poverty line used for their estimates is essen- 

tially a South Asian standard, which is conservative in the sense 

of yielding estimates that understate the extent of the poverty 

problem by standards appropriate for more affluent developing 

countries. The poverty line also underestimates the per capita 

expenditure required to meet basic needs, including those for 

health and education. At the same time, it has the virtue of 

indicating the most acute poverty, which arguably is of greatest 

concern. 

Given this poverty line and the estimat.es of real per capita 

income (in ICP dollars), ACC use information on income distribu- 

tion to estimate the percentage of population in absolute poverty 

for the other thirty-five developing countries, Their sample 

size was limited by availability of income distribution data, 

indeed in eleven cases they had to estimate income distribution 

based on cross-country comparisons. - However, the sample is 

fairly comprehensive in that it accounts for about 80 percent of 

developing country populations (excluding China). The ACC 

1/ More specifically, estimates of income distribution were - 
based on Ahluwaliass estimates of the "Kuznets Curve," 
i.e., the U-shaped curve that depicts the tendency for 
income distribution to worsen and then to improve as GNP 
rises. See "Inequality, Poverty and ~evelo~kent," -- Journal 
of Development Economics, Vol, 3, September 1976. -- 



estimates o f  p o v e r t y  i n c i d e n c e  u s i n g  p u r c h a s i n g  power a d j u s t -  

ments  are g i v e n  i n  t h e  f i f t h  column o f  T a b l e  I ,  a l o n g  w i t h  t h e i r  

est imates b a s e d  on  o f f i c i a l  exchange  r a t e s .  

B .  E s t i m a t e s  - F o r  O t h e r  Deve lop ing  C o u n t r i e s  

The t a s k  h e r e  i s  t o  e s t i m a t e  t h e  i n c i d e n c e  o f  p o v e r t y  

f o r  some s i x t y - e i g h t  o t h e r  c o u n t r i e s .  S i n c e  o n e  o b j e c t i v e  i s  

t o  c o n s i d e r  t h e  s c o p e  f o r  r e a l l o c a t i o n  o f  ODA ( O f f i c i a l  

Development  A s s i s t a n c e ) ,  t h e  s ample  e x c l u d e s  c o u n t r i e s  which 

r e c e i v e d  less t h a n  $ 2 5  m i l l i o n  i n  ODA commitments a s  an  a n n u a l  

a v e r a g e  o v e r  t h e  1976-78 p e r i o d .  1' The b a s i s  f o r  t h e  e s t i m a t e s  

i s  t h e  f o l l o w i n g  e q u a t i o n ,  which  was e s t i m a t e d  u s i n g  t h e  ACC 

2,' r e s u l t s  g i v e n  i n  T a b l e  I .  - 

(1) PPK = 75.70 - ,094(PCIK)  + .000030 (PCIK) 
2 

T h i s  e q u a t i o n  i n d i c a t e s  t h a t  mos t  of t h e  v a r i a t i o n  i n  pe r -  

c e n t a g e s  o f  p o p u l a t i o n  i n  a b s o l u t e  p o v e r t y  (PPK) a s  e s t i m a t e d  

by ACC c a n  b e  e x p l a i n e d  b y  l e v e l s  o f  p e r  c a p i t a  income a d j u s t e d  

f o r  p u r c h a s i n g  power (PCIK) .  The m i s s i n g  i n f o r m a t i o n ,  o f  c o u r s e ,  

i s  t h e  d i s t r i b u t i o n  o f  income.  S u r p r i s i n g l y ,  i n c l u d i n g  a  s i n g l e  

v a r i a b l e  t o  r e p r e s e n t  income d i s t r i b u t i o n  -- t h e  e s t i m a t e d  s h a r e  

o f  t h e  lowest 40 p e r c e n t  o f  income r e c i p i e n t s  ( Y D )  a s  r e p o r t e d  

by  ACC -- improves  t h e  e x p l a n a t o r y  power o f  t h e  e q u a t i o n  o n l y  

1/ O f  t h e  c o u n t r i e s  l i s t e d  as low-income o r  middle- income i n  - 
t h e  World Development R e p o r t  1979 ,  t h i s  c r i t e r i o n  e x c l u d e s  
 huta an, Kampuchea, R h o d e s i a  (zimGabwe), S o u t h  A f r i c a ,  Uruguay, 
I r a q , Y u g o s l a v i a ,  T r i n i d a d  a n d  Tobago, Hong Kong, Venezue la ,  
S i n g a p o r e ,  and S p a i n .  

2/ T  v a l u e s  i n  p a r e n t h e s e s ;  a l l  c o e f f i c i e n t s  s i g n i f i c a n t  a t  t h e  - 
, 0 0 1  l e v e l .  



Country 

Bangladesh 
Eth iop ia*  
Burma* 
Indones ia  
I n d i a  
Zaire* 
Sudan* 
Uganda * 
Tanzania* 
Pak i s t an  
Kenya 
Niger ia*  
P h i l i p p i n e s  , S r i  Lanka 

a Senegal  
T' Thailand 
' Egypt 

Ghana* 
Morocco* 
Ivory  Coast 
Korea 
Colombia 
Zambia 
Turkey 
Ch i l e  
Tun i s i a  
Malaysia 
Guatemala* 
Taiwan 
Peru 
B r a z i l  
I r a n *  
Mexico 
Yugoslavia 
Argent ina 
Venezuela 

1 / Table I - 
Est imates  of I nc idence  of Pover ty  

1975 Per  Capi ta  Income 
O f f i c i a l  Exchange ICP Income Share 
Rates  -1970 P r i c e s  Do l l a r s  Of Lowest 

(PC1 ) (PCIK) Fo r ty  Pe r cen t  

Percen tage  of Popula t ion  i n  
Absolute  Poverty - 

O f f i c i a l  Exchange 
Rates  

(PP) 

I CP 
D o l l a r s  

(PPK) 

64 
6 8 
6 5 
5 9 
4 6 
53 
5 4 
55 
5 1 
43 
55 
3 5 
3 3 
14 
3 5 
32 
2 0 
25 
2 6 
2 5 

8 
1 9  
1 0  
14 
11 
1 0  
12  
1 0  

5 
18  
1 5  
1 3  
14 

5 
5 
9 

11 From d a t a  con ta ined  i n  Ahluwalia, C a r t e r  and Chenery, page 303, Table  1, and page 312, Table  2. * Income d i s t r i b u t i o n  based on cross-country comparisons. 



s l i g h t l y  ( R ~  = 

c o e f f i c i e n t s  b 

. 8 7 ) ,  and a l t e r s  t h e  v a l u e  o f  each of  t h e  o t h e r  

y  o n l y  abou t  8 p e r c e n t .  L' I n  t h e  absence  o f  

r e l i a b l e  i n f o r m a t i o n  on income d i s t r i b u t i o n  f o r  t h e  s i x t y - e i g h t  

c o u n t r i e s  under  c o n s i d e r a t i o n ,  e q u a t i o n  (1) was judged t o  p r o v i d e  

a  u s e f u l  b a s i s  f o r  e s t i m a t i n g  p e r c e n t a g e s  of  p o p u l a t i o n  i n  

a b s o l u t e  p o v e r t y  f o r  t h o s e  c o u n t r i e s .  

The i n c l u s i o n  o f  t h e  s q u a r e d  t e r m  a l l o w s  f o r  t h e  p o s s i b i l i t y  

t h a t  t h e  e f f e c t  o f  i n c r e a s e s  i n  r e a l  p e r  c a p i t a  income on t h e  

i n c i d e n c e  o f  p o v e r t y  becomes weaker a s  t h e  p e r c e n t a g e  o f  t h e  popu- 

l a t i o n  i n  p o v e r t y  d e c l i n e s .  T h i s  makes s e n s e  c o n s i d e r i n g  t h a t  an 

i n c r e a s e  o f  $100 i n  p e r  c a p i t a  income w i l l  t e n d  to  have a major  

e f f e c t  on p o v e r t y  i n  a  coun t ry  such  a s  E t h i o p i a ,  where r e a l  income 

i s  l o w  (213 ICP d o l l a r s )  and o v e r  t w o - t h i r d s  o f  t h e  p e o p l e  a r e  poor .  

The same i n c r e a s e  i n  a  c o u n t r y  l i k e  Taiwan ( r e a l  income of  1075 

ICP d o l l a r s  and o n l y  5 p e r c e n t  o f  t h e  p o p u l a t i o n  i n  p o v e r t y )  w i l l  

have a  much s m a l l e r  a b s o l u t e  impac t  on t h e  i n c i d e n c e  of p o v e r t y ,  

measured a s  a  p e r c e n t a g e  o f  t h e  t o t a l  p o p u l a t i o n .  Indeed ,  t h e  

e s t i m a t e d  c o e f f i c i e n t s  c a l l  f o r  t h e  i n c i d e n c e  o f  p o v e r t y  t o  

d e c l i n e  t o  a  minimum of  a b o u t  2 p e r c e n t  a t  a  r e a l  income l e v e l  of 

around 1567 ICP d o l l a r s  (somewhat less than  t h e  f i g u r e s  f o r  Cyprus 

o r  P o r t u g a l )  and t h e n  t o  rise. (See F i g u r e  I )  . 

-- 

I/ - PPK = 9 0 . 5 4  - . I 0 1  (PCIK) + .000032 (PCIK) - . 8 5 8  YD 



I n c i d e n c e  
of 60 

P o v e r t y  
( P P K )  

50 

FIGURE:  I 

4 0 0 16 0 0 20 0 

R e a l  P e r  C a p i t a  I n c o m e  

( P C  I K )  



Since  such a  p a t t e r n  of  i n c r e a s i n g  inc idence  of a b s o l u t e  pover ty  

a t  h ighe r  income l e v e l s  does  n o t  appear p l a u s i b l e ,  a  va lue  of 

5  p e r c e n t  was imposed on t h e  e s t i m a t e s  f o r  c o u n t r i e s  w i th  per  

c a p i t a  income above 1,250 I C P  d o l l a r s .  The f i g u r e  of 5 pe rcen t  

r e p r e s e n t s  t h e  minimum va lue  observed i n  t h e  ACC sample ( f o r  

Taiwan, Yugoslavia and Argen t ina ) .  This  ad jus tment  a f f e c t e d  

seventeen c o u n t r i e s  i n  t h e  sample, wi th  incomes a t  o r  above t h e  

l e v e l  of Panama and Costa  Rica.  These c o u n t r i e s  had an aggrega te  

popula t ion  of only  30 m i l l i o n ,  about 1 .5  p e r c e n t  o f  t h e  t o t a l .  

The f i g u r e s  f o r  p e r  c a p i t a  income ad jus t ed  f o r  purchasing 

power were those  provided by K H S ,  updated t o  1975 us ing  t r e n d  

growth r a t e s  of p e r  c a p i t a  GDP a s  r epo r t ed  i n  t h e  World Develop- 

ment - Report 1 9 7 9 .  1' The r e s u l t s  of t h e  e s t i m a t e s  f o r  i n d i v i d u a l  

c o u n t r i e s  a r e  given i n  t h e  Annex Table. For t h e  c o u n t r i e s  

i nc luded  i n  t h e  ACC s tudy ,  t h e  e s t i m a t e s  of i nc idence  of pover ty  

and r e a l  pe r  c a p i t a  income a r e  those  r epo r t ed  by ACC, and the re -  

f o r e  r e f l e c t  a v a i l a b l e  in format ion  on income d i s t r i b u t i o n .  

C .  The D i s t r i b u t i o n  of  Poverty Among Coun t r i e s  

The e s t i m a t e s  conta ined  i n  t h e  Annex Table  permit  an 

a n a l y s i s  of t he  d i s t r i b u t i o n  of pover ty  among c o u n t r i e s .  Table I1 

p r e s e n t s  d a t a  on groups o f  c o u n t r i e s  determined by 1977 P e r  Capi ta  

GNP;  t h e  inc idence  o f  pover ty  w i t h i n  each income group; and t h e  

p o r t i o n  of t o t a l  pover ty  accounted f o r  by each group. 

- 
1/ For Cape Verde, Vietnam, D j i b o u t i ,  and French Guiana, t h e  - 

va lues  f o r  P C I K  were "guess t imated"  on t h e  b a s i s  of informa- 
t i o n  on nominal p e r  c a p i t a  income. For  s e v e r a l  smal l  coun- 
t r i e s ,  t r end  growth r a t e s  were taken from t h e  1979 World 
Bank A t l a s .  - 



Table I1 

The D i s t r i b u t i o n  of Poverty Among Country Groups 

Cumulative 
1977 % Poor Percent  of Percent  of 

Country Group Populatjion Poor Populat ion T o t a l  Poor Tota l  Poor 
(1977 Per  Capita (mi l l i ons )  (mi l l ions)  

Less than  $150 219.1 62 135.8 17.4 17.4 
(14 coun t r i e s )  

I n d i a  - $150 631.7 46 290.6 37.2 54.6 
( 1  country) 

$150 - $300 401.3 5 1 203.6 26.1 80.7 
(24 coun t r i e s )  

$305. - $450 245.9 3 1 76.6 9.8 90.5 
(13 coun t r i e s )  

$451 - $1200 326.4 15 49.0 6.2 96.7 
(28 coun t r i e s )  

$1201 - $4800 208.5 12 24.9 3.2 99.9 
(22 coun t r i e s )  

To ta l  2032.9 38 780.6 99.9 99.9 
(102 coun t r i e s )  

1/ Source - Annex Table. Country groupings are based on 1977 per  c a p i t a  - 
GNP f i g u r e s  from t h e  World Development Report 1979, o r  i n  a few cases  
from t h e  L979 Wprld Bank A t l a s .  Populat ion f i g u r e s  a r e  from t h e  - 1979 
World Bank A t l a s .  



Perhaps t h e  most s t r i k i n g  r e s u l t  of  t h i s  grouping o f  

c o u n t r i e s  i s  t h e  high concen t r a t i on  o f  t o t a l  pover ty  i n  t h e  

poorer  c o u n t r i e s  of t h e  sample. About one-half of  t h e  coun- 

t r i e s  i n  t h e  sample have p e r  c a p i t a  incomes a t  o r  below $450; 

c o l l e c t i v e l y  they account f o r  ove r  90 p e r c e n t  o f  t o t a l  pover ty  

i n  t h e  sample. The bulk of t h i s  pover ty  i s  i n  c o u n t r i e s  w i th  

p e r  c a p i t a  income a t  o r  below $300, and a s i z a b l e  p o r t i o n  is  i n  

I n d i a  a lone .  This  concen t r a t i on  of  LDC pover ty  r e f l e c t s  no t  

only  low average  l e v e l s  of  income, b u t  a l s o  t h e  concen t r a t i on  

o f  t o t a l  popu la t ion  i n  t h e  low-income group. Count r ies  wi th  

pe r  c a p i t a  incomes a t  o r  below $450 account f o r  a lmost  t h r ee -  

q u a r t e r s  of  t h e  t o t a l  popula t ion  under c o n s i d e r a t i o n ,  wh i l e  

c o u n t r i e s  a t  o r  below $300 comprise over  60 pe rcen t  of  t h e  

t o t a l .  

A second important  f e a t u r e  o f  t h e  d a t a  i s  t h e  f a i r l y  

s t eady  d e c l i n e  i n  inc idence  o f  pover ty  as p e r  c a p i t a  income 

inc reases .  While t h i s  t r e n d  appears  t o  d e c e l e r a t e  s h a r p l y  f o r  

c o u n t r i e s  i n  t h e  h i g h e s t  income group, t h e  r e s u l t s  f o r  t h i s  

group a r e  dominated by t h e  ACC e s t i m a t e s  f o r  B r a z i l  and I r a n ,  

which account  f o r  over  70 p e r c e n t  of  t h e  group popu la t ion .  I t  

can be argued t h a t  t h e s e  c o u n t r i e s  have followed a r e l a t i v e l y  

i n e q u i t a b l e  p a t t e r n  of  development, and s o  a r e  n o t  r ep re sen ta -  

t i v e .  

F i n a l l y ,  it  i s  worth n o t i n g  t h a t  t h e s e  estimates a r e  i n  

very c l o s e  agreement w i th  t hose  r e p o r t e d  i n  t h e  World 



Development Repor t  1978, which was based  on a n  e a r l i e r  v e r s i o n  - 

o f  t h e  ACC S tudy .  L/ For comparable g roup ings  based  on a 1977 

p e r  c a p i t a  income c u t o f f  o f  $300, t h e  two sets o f  e s t i m a t e s  

a r e  compared i n  Tab le  111. 

T a b l e  I11 

A - Comparison - Of E s t i m a t e s  Of Pover ty  - 

I n c i d e n c e  
T o t a l  P o p u l a t i o n  - Poor  - P o p u l a t i o n  Of P o v e r t y  

Low-Income Group 
WDR 1978 ---- 1215 
Table  I1 1252 

Middle-Income Group 
WDR 1978 --- 895 
Table  I1 781 

T o t a l  
WDR 1978 2 1 1 0  
Tab le  I T  2033 

1/ Ahluwal ia ,  C a r t e r  and Chenery,  "Growth and P o v e r t y  i n  - 
Developing C o u n t r i e s , "  Background Paper  No. 6 ,  World -- 
Development Repor t  1978, September 1978. The d a t a  and 
e s t i m a t e s  i n  t h i s  paper  w e r e  r e v i s e d  s u b s t a n t i a l l y  i n  
l a t e r  v e r s i o n s .  



11. Growth and P o v e r t y  A l l e v i a t i o n  

Much o f  t h e  d i s c u s s i o n  o f  b a s i c  needs  h a s  been m o t i v a t e d  by 

a  p e r c e p t i o n  t h a t  economic growth h a s  f a i l e d  -- t h a t  s i g n i f i c a n t  

i n c r e a s e s  i n  GNP have n o t  r e s u l t e d  i n  s u b s t a n t i a l  r e d u c t i o n s  i n  

w o r l d  p o v e r t y .  For  i n s t a n c e ,  t h e  i n t r o d u c t i o n  t o  t h e  ILO volume, 

Employment, Growth, and B a s i c  Needs, - observed  t h a t  "... p o l i c y  

h a s  l e d  t o  r a p i d  and s u s t a i n e d  growth i n  n a t i o n a l  o u t p u t  and 

i n v e s t m e n t  i n  b o t h  developed and d e v e l o p i n g  c o u n t r i e s .  However, 

i t  h a s  become i n c r e a s i n g l y  e v i d e n t ,  p a r t i c u l a r l y  from t h e  exper-  

i e n c e  of  t h e  d e v e l o p i n g  c o u n t r i e s ,  t h a t  r a p i d  growth a t  t h e  

n a t i o n a l  l e v e l s  does  n o t  a u t o m a t i c a l l y  r educe  p o v e r t y  ...." The 

IBRD/Sussex volume, - R e d i s t r i b u t i o n  With Growth, was i n t r o d u c e d  

w i t h  t h e  s t a t e m e n t  t h a t  " I t  i s  now c l e a r  t h a t  more than a  decade  

o f  r a p i d  growth i n  underdeveloped c o u n t r i e s  h a s  been of  l i t t l e  o r  

I/ no b e n e f i t  t o  p e r h a p s  a  t h i r d  o f  t h e i r  p o p u l a t i o n . "  - 

I n  p a r t ,  t h i s  v i e w  stems from t h e  a g g r e g a t e  d a t a  on LDC per -  

formance,  which d e m o n s t r a t e s  r a p i d  growth i n  LDCs  a s  a  group b u t  

o n l y  slow p r o g r e s s  i n  r e d u c i n g  p a v e r t y .  For  i n s t a n c e ,  between 

1960 and 1976, p e r  c a p i t a  GNP i n  deve lop ing  c o u n t r i e s  grew a t  a n  

a v e r a g e  annua l  r a t e  o f  3 . 7  p e r c e n t .  A t  t h e  same t ime t h e r e  

1/ See I n t e r n a t i o n a l  Labour O f f i c e ,  Employment, Growth and - - 
B a s i c  Needs: A One-World P r o b l e n ,  Geneva 1976 (p .  15)  and -- - - - -- 
Chenery and A s s o c i a t e s  R e d i s t r i b u t i o n  With - Growth, - Oxford 
U n i v e r s i t y  P r e s s ,  1974,  p. i ii .  

2/  World Bank Annual Repor t  1978, S t a t i s t i c a l  Annex, Tab le  1, - -.- 
p .  118.  



w a s  l i t t l e  p e r c e i v e d  p r o g r e s s  i n  t e r m s  o f  p o v e r t y  a l l e v i a t i o n .  

The ILO e s t i m a t e s  t h a t  be tween  1963  and  1972 t h e  number o f  

" S e r i o u s l y  Poor"  i n  LDCs i n c r e a s e d  from 1.1 t o  1 . 2  b i l l i o n ,  and  

t h e  i n c i d e n c e  of  p o v e r t y  f e l l  o n l y  s l i g h t l y ,  f rom 73 p e r c e n t  o f  

I/ LDC p o p u l a t i o n s  t o  67 p e r c e n t .  - 

The b u l k  o f  t h e  a n a l y s i s  o f  t h e  e v i d e n t  f a i l u r e  o f  LDC 

g rowth  t o  a l l e v i a t e  LDC p o v e r t y  h a s  a t t r i b u t e d  t h i s  f a i l u r e  m a i n l y  

t o  p a t t e r n s  o f  g rowth  w i t h i n  - c o u n t r i e s .  These  p a t t e r n s  i n d i c a t e  

a  t e n d e n c y  f o r  t h e  d i s t r i b u t i o n  o f  income t o  worsen ,  s o  t h a t  t h e  

2 /  
i m p a c t  on t h e  p o o r  h a s  b e e n  a t  b e s t  weakly  p o s i t i v e .  - 

I n  t h e  p r o c e s s  o f  f o c u s i n g  on growth  p a t t e r n s  w i t h i n  c o u n t r i e s ,  

t h e r e  h a s  been r e l a t i v e  n e g l e c t  u n t i l  r e c e n t l y  o f  t h e  p a t t e r n  o f  

g rowth  among - c o u n t r i e s  as p e r h a p s  t h e  key f a c t o r  u n d e r l y i n g  t h e  

s l o w  p a c e  o f  p o v e r t y  a l l e v i a t i o n .  Y e t  d a t a  on growth  r a t e s  o f  

p e r  c a p i t a  income f o r  LDCs g rouped  by income leve l ,  i n  c o n j u n c t i o n  

w i t h  t h e  e s t i m a t e s  o f  t h e  d i s t r i b u t i o n  o f  LDC p o v e r t y  p r e s e n t e d  

e a r l i e r ,  s u g g e s t  t h a t  a r g u m e n t s  a b o u t  t h e  f a i l u r e  o f  r a p i d  growth  

t o  a l l e v i a t e  p o v e r t y  n e e d  t o  b e  c a r e f u l l y  worded.  T a b l e  I V  i n -  

d i c a t e s  t h a t  i n  t h e  g r o u p  o f  c o u n t r i e s  where  mos t  of t h e  w o r l d ' s  

p o o r  s u b s i s t  -- t h e  low-income c o u n t r i e s  -- growth  h a s  on  a v e r a g e  

b e e n  v e r y  s l o w .  Hence t h e  p e r s i s t e n c e  o f  p o v e r t y  c a n n o t  r e a d i l y  

b e  a t t r i b u t e d  t o  f a i l u r e  o f  " t r i c k l e - d o w n "  mechanisms.  L e s s  

t h a n  1 p e r c e n t  a v e r a g e  a n n u a l  g rowth  a t  a  p e r  c a p i t a  income l e v e l  

1/ I L O ,  op .  c i t . ,  pp  2 2 - 2 3  
2/ S e e  ~ Z i s m b u t i o n  With  Growth, op .  c i t . ,  p a r t i c u l a r l y  t h e  - 

i n t r o d u c t i o n  and  f i r s t  c h a p t e r .  



o f  $170 c o u l d  h a r d l y  produce a d i s c e r n i b l e  t r i c k l e  i n  any d i r e c -  

t i o n .  

I n  c o n t r a s t ,  middle-income c o u n t r i e s ,  where b o t h  t h e  i n c i -  

dence and numbers o f  poor a r e  r e l a t i v e l y  low, have been growing 

r a p i d l y .  I f  a n y t h i n g ,  t h e s e  d a t a  p o i n t  t o  t h e  s u c c e s s  r a t h e r  

t h a n  f a i l u r e  o f  r a p i d  growth i n  a l l e v i a t i n g  p o v e r t y  .l' Expressed  

somewhat d i f f e r e n t l y ,  r a p i d  growth a p p e a r s  t o  have f a i l e d  mainly 

i n  t h e  s e n s e  t h a t  r a p i d  growth i n  Korea and Taiwan h a s  n o t  had 

much e f f e c t  on p o v e r t y  i n  Bangladesh o r  E t h i o p i a  . 
Table  1 V  

Growth and  P o v e r t y  

Share  of  Average Annual 
P e r  C a p i t a  I n c i d e n c e  1,DC P e r  C a p i t a  GDP 

Country Group --- ---- I n c o m  Level  - of P o v e r t y  Pover ty  Growth 
( $ 1  ( % )  ( % )  ( % I  

1960-70 1970-77 

Low- income 170 50 8 1 1 . 5  0.9 

SOURCE: Table  111 f o r  d a t a  on p o v e r t y ;  World Development Repor t  
1979 f o r  d a t a  on income l e v e l s  and growth r a t e s .  "Low 
income" r e f e r s  t o  c o u n t r i e s  a t  o r  below $300  (1977 p r i c e s ) .  
Averages a r e  we igh ted  a v e r a g e s .  

The n e x t  t a b l e  f o c u s e s  on t h e  growth performance o f  i n d i v i d u a l  

low-income c o u n t r i e s ,  t o  see whe the r  t h e  p i c t u r e  f o r  low-income 

c o u n t r i e s  a s  a  group h o l d s  up under  f u r t h e r  d i s a g g r e g a t i o n ,  The 

l a s t  column, which g i v e s  average  annua l  r e a l  growth i n  p e r  c a p i t a  

1/ Obvious ly ,  d a t a  on v a r i a t i o n s  i n  t h e  i n c i d e n c e  of  p o v e r t y  - 
o v e r  t i m e  ( r a t h e r  t h a n  a c r o s s  c o u n t r i e s )  would b e  needed 
t o  n a i l  t h i s  argument down. A review of some e v i d e n c e  i n  
t h i s  r e s p e c t  is  p r e s e n t e d  i n  t h e  n e x t  pages ,  



GDP f o r  t h e  1 9 6 0 - 7 7  period, i n d i c a t e s  t h a t  n o t  a s i n g l e  l ow- income  

c o u n t r y  e x p e r i e n c e d  g r o w t h  over  t h a t  p e r i o d  a s  rapid  as t h e  

average ra te  f o r  m i d d l e - i n c o m e  c o u n t r i e s .  T w o - t h i r d s  o f  t h e  t h i r t y -  

t w o  c o u n t r i e s  g r e w  a t  rates b e l o w  2  p e r c e n t .  

T a b l e  V 
G r o w t h  P e r f o r m a n c e  o f  Low-Income C o u n t r i e s  

C o u n t r y  
B a n g l a d e s h  
E t h i o p i a  
M a l i  
Nepal 
S o m a l i a  
B u r u n d i  
Chad  
Rwanda 
U p p e r  V o l t a  
Zaire 
Burma 
M a l a w i  
I n d i a  
Mozambique  
N i g e r  
A f g h a n i s t a n  
P a k i s t a n  
S i e r r a  L e o n e  
T a n z a n i a  
B e n i n  
S r i  L a n k a  
G u i n e a  
H a i t i  
L e s o t h o  
Madagascar 
C e n t .  A f r i c a n  
Kenya  
M a u r i t a n i a  
Uganda  
S u d a n  
I n d o n e s i a  
Togo  

P e r  C a p i t a  
Fncome ( $ 1  

1 9 7 7  - 
9  0  

1 1 0  
1 1 0  
1 1 0  
1 1 0  
1 3 0  
1 3 0  
1 3 0  
1 3 0  
1 3 0  
1 4 0  
1 4 0  
1 5 0  
1 5 0  
1 6 0  
1 9 0  
1 9 0  
1 9 0  
1 9 0  
200  
200 
2 2 0  
230  
240 
240  

E m p i r e  240  
270  
2  70 
270  
290 
300  
300  

A v e r a g e  A n n u a l  R e a l  
G r o w t h  - G D p / C a ~ i t a  

SOURCE: W o r l d  D e v e l o p m e n t  R e p o r t  1 9 7 9 ,  T a b l e s  1, 2 ,  1 7  



What changes i n  income d i s t r i b u t i o n  can one r e a s o n a b l y  

e x p e c t  t o  accompany growth? A h l u w a l i a ' s  i n v e s t i g a t i o n  o f  t h e  

"Kuznets  Curve" s u g g e s t s  t h a t  t h e  s h a r e  of t h e  l o w e s t  40 p e r c e n t  

t e n d s  t o  d e c l i n e  s h a r p l y  a s  p e r  c a p i t a  income rises o v e r  t h e  

r a n g e  o f  incomes t h a t  a r e  o f  i n t e r e s t  h e r e ,  - However, a s  t h e  

a u t h o r  p o i n t s  o u t ,  t h e  e x p l a n a t o r y  power of  t h e  e s t i m a t e d  e q u a t i o n  

f o r  h i s  sample o f  f o r t y  d e v e l o p i n g  c o u n t r i e s  i s  r e l a t i v e l y  l i m i t e d ;  

t h e  e q u a t i o n  e x p l a i n s  o n l y  a b o u t  a  q u a r t e r  o f  t h e  obse rved  v a r i a -  

t i o n  i n  t h e  s h a r e  o f  t h e  l o w e s t  40 p e r c e n t .  Th i s  s u g g e s t s  sub- 

s t a n t i a l  scope  f o r  o t h e r  f a c t o r s  t o  i n f l u e n c e  t h i s  s h a r e ,  and 

c o u n t e r a c t  o r  even r e v e r s e  t h e  tendency t o  d e c l i n e ,  Indeed ,  much 

o f  t h e  d i s c u s s i o n  o f  t h e  b a s i c  needs  approach i s  e x p l i c i t l y  d i -  

r e c t e d t o w a r d s  i d e n t i f y i n g  p a t t e r n s  of  growth t h a t  p r o v i d e  f o r  an  

improved d i s t r i b u t i o n  o f  income. 

A h l u w a l i a ' s  e s t i m a t e s  have  been c r i t i c i z e d  f o r  t h e i r  ex ten-  

s i v e  r e l i a n c e  on c r o s s - c o u n t r y  c b s e r v a t i o n s .  2' Emerging ev idence  

on  t r e n d s  i n  income d i s t r i b u t i o n  o v e r  t i m e  ( r a t h e r  t h a n  a c r o s s  

c o u n t r i e s )  c a s t s  doub t  on t h e  p r o p o s i t i o n  t h a t  d i s t r i b u t i o n  t e n d s  

t o  worsen w i t h  growth i n  p e r  c a p i t a  income up t o  a  p o i n t ,  and then  

1/ M . S .  Ahluwal ia ,  " I n e q u a l i t y ,  Pover ty  and Development," op - 
tit. pp 301-313. The d a t a  on income s h a r e s  i n  Tab le  I-- - 
c o n f i r m  t h i s  t r e n d  however,  f o r  t h e  low-income group,  n i n e  
o f  t h e s e  o b s e r v a t i o n s  a r e  based  on t h e  Kuznets Curve r a t h e r  
t h a n  on a c t u a l  i n c o m e - d i s t r i b u t i o n  d a t a .  

2/ For  i n s t a n c e ,  G . F .  Papanek, "Economic Growth, Income D i s -  
t r i b u t i o n ,  and t h e  P o l i t i c a l  P r o c e s s  i n  Less  Developed 
C o u n t r i e s , "  i n  Zvi G r i l i c h e s  e t  - a l ,  - Income - -- D i s t r i b u t i o n  and 
Economic I n e q u a l i t y ,  Campus Ver lag  , ~ r a n k f u r t T ~ ,  19 7 8 .  



t o  improve ,  Gary F - i e l d s  h a s  i n v e s t i g a t e d  t h e  e x p e r i e n c e  o f  

t h i r t e e n  c o u n t r i e s  f o r  which d a t a  on c h a n g e s  i n  income d i s t r i -  

b u t i o n  o v e r  t i m e  a p p e a r  t o  b e  r e l i a b l e .  H i s  f i n d i n g s  i n d i c a t e  

t h a t  i n e q u a l i t y  rose i n  s e v e n  c o u n t r i e s  ( A r g e n t i n a ,  B a n g l a d e s h ,  

B r a z i l ,  E l  S a l v a d o r ,  Mexico,  t h e  P h i l i p p i n e s  and  P u e r t o  R i c o )  b u t  

d e c l i n e d  i n  f i v e  ( C o s t a  R i c a ,  P a k i s t a n ,  S i n g a p o r e ,  S r i  Lanka and 

Taiwan)  and  " p r o b a b l y "  d e c l i n e d  i n  I n d i a  as w e l l .  Based  on  t h i s  

t h i r t e e n - c o u n t r y  sample ,  F i e l d s  c o n c l u d e s  t h a t  " N o  g e n e r a l  r e l a -  

t i o n s h i p  h a s  t h u s  f a r  been  e n c o u n t e r e d  be tween  c h a n g i n g  i n e q u a l i t y  

a n  t h e  one  hand  a n d  i n i t i a l  l e v e l  o f  i n e q u a l i t y ,  l e v e l  o f  GNP o r  

1/ r a t e  o f  crrovth on t h e  o t h e r  .- 
The s t u d y  by A h l u w a l i a ,  C a r t e r ,  and  Chenery a l s o  c o n t a i n s  

t i m e  se r ies  d a t a  on income d i s t r i b u t i o n ,  f o r  a g r o u p  o f  t w e l v e  

c o u n t r i e s .  z/ T h e i r  sample  o v e r l a p s  o n l y  p a r t i a l l y  w i t h  t h a t  of  

F i e l d s ,  The a u t h o r s  p r e s e n t  d a t a  on  c h a n g e s  i n  t h e  income s h a r e  

o f  t h e  l o w e s t  60  p e r c e n t ,  whe reas  F i e l d s  r e l i e s  ma in ly  on  t h e  G i n i  

c o e f f i c i e n t  f o r  gaug ing  t h e  d i r e c t i o n  o f  change  i n  income d i s t r i -  

b u t i o n .  The ACC d a t a  i n d i c a t e  t h a t  i n  f o u r  c o u n t r i e s  t h e r e  w e r e  

s u b s t a n t i a l  improvements  i n  t h i s  s h a r e  ( S r i  Lanka, C o s t a  R i c a ,  

Colombia a n d  T u r k e y ) ;  i n  f i - v e  c o u n t r i e s  t h e  s h a r e  changed  v e r y  

l i t t l e  ( n e g l i g i b l e  changes  i n  Y u g o s l a v i a ,  t h e  P h i l i p p i n e s ,  a n d  

1/ Gary F i e l d s ,  " P o v e r t y ,  I n e q u a l i t y  a n d  Development:  A D i s t r i -  - 
b u t i o n a l  Approach".  P a p e r  d e l i v e r e d  a t  t h e  Amer ican  Economic 
A s s o c i a t i o n  M e e t i n g s ,  December 1979 ,  p .  15 .  T h i s  p a p e r  sum- 
m a r i z e d  t h e  a n a l y s i s  i n  P o v e r t y ,  I n e q u a l i t y  and  Development ,  
N e w  York: Cambridge U n i v e r s i t y  P r e s s ,  1980 .  

2/ A h l u w a l i a ,  C a r t e r  and  Chenery  o p e  c i t . ,  p .  3 2 2 .  - 7 - 



P e r u ;  a  s l i g h t  improvement i n  Taiwan and a  s l i g h t  d e c l i n e  i n  

K o r e a ) ;  and i n  t h r e e  c o u n t r i e s  t h e r e  w a s  a  s i g n i f i c a n t  d e c l i n e  

( I n d i a ,  Mexico, and B r a z i l )  . 
Table  VIcombines t h e  r e s u l t s  of  t h e  two sets o f  d a t a  and 

f a c i l i t a t e s  a  comparison w i t h  t r e n d s  p r e d i c t e d  by t h e  Kuznets  

Curve. The t u r n i n g  p o i n t  i s  assumed t o  b e  i n  t h e  v i c i n i t y  o f  

$670 (1977 p r i c e s ) ,  t h e  e s t i m a t e  c o n t a i n e d  i n  ACC. - 1/ To 

e v a l u a t e  t h e  Kuznets  Curve h y p o t h e s i s ,  one  h a s  t o  look a t  p e r  

c a p i t a  income l e v e l s  o f  t h e  c o u n t r i e s  i n  q u e s t i o n  d u r i n g  t h e  

p e r i o d s  o v e r  which t h e  t i m e  t r e n d s  i n  income d i s t r i b u t i o n  w e r e  

obse rved .  F o r  c o u n t r i e s  w i t h  r e l a t i v e l y  low incomes o v e r  t h e  

p e r i o d  i n  q u e s t i o n ,  income d i s t r i b u t i o n  s h o u l d  have worsened 

w i t h  growth. Only i n  E l  S a l v a d o r  d i d  t h i s  c l e a r l y  o c c u r .  I n  

o t h e r  low-income c o u n t r i e s ,  income d i s t r i b u t i o n  improved ( S r i  

Lanka, P a k i s t a n )  o r  remained unchanged ( P e r u )  w i t h  growth;  

2 /  
e v i d e n c e  on income d i s t r i b u t i o n  w a s  mixed ( I n d i a ,  P h i l i p p i n e s ) ; -  

1/ ACC =. At., p .  307. The a u t h o r s  n o t e  t h a t  $600 i n  1975 - 
p r i c e s  ( e q u i v a l e n t  t o  $670 i n  1977 p r i c e s )  i s  t h e  t u r n i n g  
p o i n t  f o r  t h e  s h a r e  o f  t h e  l o w e s t  60, and t h a t  t h e  s h a r e s  of  
lower g roups  t u r n  a t  s u c c e s s i v e l y  h i g h e r  l e v e l s  o f  G N P ,  

2/ For  I n d i a ,  F i e l d s  r e p o r t s  a  p r o b a b l e  d e c l i n e  i n  i n e q u a l i t y ,  - 
w h i l e  t h e  ACC d a t a  show a  f a l l  i n  t h e  s h a r e  of income o f  t h e  
l o w e s t  60 p e r c e n t .  For  t h e  P h i l i p p i n e s ,  F i e l d s  r e p o r t s  t h a t  
t h e  G i n i  c o e f f i c i e n t  was unchanged, b u t  t h a t  t h e  r a t i o  of  
income s h a r e s  o f  t h e  t o p  q u i n t i l e  t o  t h e  bot tom q u i n t i l e  r o s e .  
On t h i s  b a s i s ,  he  judges  d i s t r i b u t i o n  t o  have worsened.  ACC 
f i n d  t h e  s h a r e  o f  t h e  l o w e s t  60 p e r c e n t  e s s e n t i a l l y  unchanged,  
a r e s u l t  t h a t  i s  n o t  i n c o n s i s t e n t  w i t h  F i e l d s ,  b u t  which 
does  c o n f l i c t  w i t h  t h e  d e c l i n i n g  s h a r e  p r e d i c t e d  by t h e  
Kuznets Curve. 



T a b l e  V I  - 2 6 -  

Growth and Changes i n  Income D i s t r i b u t i o n  Over Time 

c / P e r  Cap i ta  Income - Expected Trend i n  A c t u a l  Change 
P e r i o d  I n i t i a l  F i n a l  Growth I n e q u a l i t y  From i n  I n e q u a l i t  

Country Covered (1977 P r i c e s )  Rate  Kuznets  Curve a/ F i e l d s  - ACSd 

S r i  Lanka 
S r i  Lanka 
Costa  Rica  
Turkey 
Colombia 
Taiwan 
P a k i s t a n  
S i n g a p o r e  
I n d i a  

Taiwan 1964-74 524 1012 6.8 
Yugoslavia  1963-73 1024 1702 5.2 
P e r u  1961-71 483 676 3.4 
P h i l i p p i n e s  1961-71 3 02 369 2 .0  
KO r ea 1965-7 6 399 901 7.7 

I n d i a  1954-64 n / a  
Bangladesh 19631 64-73/74 8 2 
Argen t ina  1953-61 n /  a 
B r a z i l  1960-70 6 67 
Mexico 1963-75 842 
E l  Sa lvador  1945-61 n / a  
P u e r t o  Rico 1953-63 n /  a 

I n c r e a s e  
I n c r e a s e  
Decrease  
Decrease  
U n c e r t a i n  
U n c e r t a i n  
I n c r e a s e  
Decrease  
I n c r e a s e  

Decrease  
- 

Decrease 
- 
- 

Decrease  
Decrease  
Decrease 
Decrease  

- 
Decrease  
Decrease  
Decrease  
Decrease  
- 
- 
- 
- 

U n c e r t a i n  - Decrease  ( s m a l l )  
Decrease  - Unchanged 
I n c r e a s e  - Unchanged 
I n c r e a s e  I n c r e a s e  Unchanged 
U n c e r t a i n  - I n c r e a s e  ( s m a l l )  

I n c r e a s e  
Decrease  
Decrease  
Decrease  
Decrease  
I n c r e a s e  
Decrease  

- I n c r e a s e  
I n c r e a s e  - 
I n c r e a s e  - 
I n c r e a s e  I n c r e a s e  
I n c r e a s e  I n c r e a s e  
I n c r e a s e  - 
I n c r e a s e  - 

a/ Expected t r e n d  i s  based on a t u r n i n g  p o i n t  i n  t h e  v i c i n i t y  o f  $670, a t  1977 p r i c e s .  - 

b/ Growth rate based on estimates f o r  1950-60 and 60-70 c o n t a i n e d  i n  Morawetz, Twenty-five Years Of Economic - 
Development, 1950 t o  1975, IBRD, 1977. The growth r a t e  f o r  P u e r t o  Rico i s  assumed p o s i t i v e ,  b u t  less 
t h a n  9.5 p e r c e n t .  

c /  F i g u r e s  f o r  GNP p e r  c a p i t a  are from World Bank Tab les ,  December 1979. Growth rates are based on a com- - 
P a r i s o n  of i n i t i a l  and f i n a l  y e a r  GNP p e r  c a p i t a .  



o r  e l s e  growth d i d  n o t  t a k e  p l a c e  (Bangladesh,  where p e r  c a p i t a  

income d e c l i n e d ) .  I n  high-income c o u n t r i e s ,  income d i s t r i b u t i o n  

shou ld  have improved w i t h  growth. T h i s  occu r r ed  i n  t h r e e  cases 

(Cos ta  Rica ,  S ingapo re ,  and Tu rkey ) .  I n  o t h e r  c a se s  income d i s -  

t r i b u t i o n  worsened ( B r a z i l ,  Mexico, Argen t i na ,  Pue r to  Rico)  o r  

was s u b s t a n t i a l l y  unchanged ( ~ u g o s l a v i a ) .  F i n a l l y ,  t h e r e  w e r e  

t h r e e  c o u n t r i e s  (Korea,  Taiwan, Colombia) t h a t  moved from t h e  low- 

income s i d e  o f  t h e  curve  t o  t h e  h i g h  income s i d e .  The Kuznets  

cu rve  h y p o t h e s i s  does  n o t  p r e d i c t  changes  i n  income d i s t r i b u t i o n  

f o r  such c a s e s ,  w i t h o u t  more d e t a i l e d  q u a n t i t a t i v e  s p e c i f i c a t i o n .  

I n  f a c t ,  income d i s t r i b u t i o n  improved i n  Colombia and d i d  n o t  

change s i g n i f i c a n t l y  i n  Korea and Taiwan. 

I n  sum, t h e  expe r i ence s  of o n l y  f o u r  c o u n t r i e s  (Cos ta  Rica ,  

S ingapore ,  Turkey, and E l  Sa lvado r )  p r o v i d e  examples t h a t  c l e a r l y  

conform w i t h  t h e  Kuznets Curve. O f  t h e s e ,  i n e q u a l i t y  i n c r e a s e d  

o n l y  i n  E l  Sa lvado r .  The P h i l i p p i n e s  and I n d i a  p rov ide  mixed 

ev idence .  Seven c o u n t r i e s  (Sri Lanka, P a k i s t a n ,  Bangladesh,  

~ r a z i l ,  Mexico, Argen t ina  and P u e r t o  Rico)  p rov ide  s t r o n g  coun te r -  

examples,  and i n  two o t h e r s  (Yugos lav ia  and Peru)  t h e r e  was no  

change i n  i n e q u a l i t y  d e s p i t e  e x p e c t a t i o n s .  For Korea, Taiwan 

and Colombia e x p e c t a t i o n s  were u n c e r t a i n .  

More p o s i t i v e l y ,  t h e s e  f i n d i n g s  w a r r a n t  c a u t i o u s  optimism 

about  t h e  e f f e c t s  of  t r e n d s  i n  income d i s t r i b u t i o n  a n  t h e  scope 

f o r  a l l e v i a t i o n  o f  pove r ty ,  LDC pove r ty  i s  h e a v i l y  c o n c e n t r a t e d  

i n  As ia ,  and s e c o n d a r i l y  i n  A f r i c a .  Of t h e  f i v e  c o u n t r i e s  i n  

which expe r i ence  ha s  been c l e a r l y  one  o f  p o s i t i v e  growth and 



s i g n i f i c a n t  i n c r e a s e s  i n  i n e q u a l i t y ,  a l l  a re  i n  L a t i n  America 

and  o n l y  one  ( E l  S a l v a d o r )  would have  f a l l e n  i n  t h e  low-income 

g r o u p  by 1977 s t a n d a r d s .  I n  c o n t r a s t ,  t h e  per formance  o f  t h e  

A s i a n  c o u n t r i e s  i s  a t  w o r s t  ambir~uous o r  f a i r l y  n e u t r a l  (Bang- 

l a d e s h ,  I n d i a ,  t h e  P h i l i p p i n e s ,  and  Korea.) and i n  o t h e r  cases 

p o s i t i v e  ( S r i  Lanka, P a k i s t a n ,  Taiwan, and  S i n g a p o r e ) .  F u r t h e r ,  

f o r  t h e  low-income c o u n t r i e s  i n  t h i s  g r o u p  ( I n d i a ,  P a k i s t a n ,  S r i  

Lanka,  Bang ladesh)  a s  w e l l  a s  f o r  I n d o n e s i a ,  t h e  e s t i m a t e d  s h a r e  

o f  t h e  l o w e s t  4 0  p e r c e n t  i s  r e l a t i v e l y  h i g h  ( T a b l e  I ) .  Unfor tu -  

n a t e l y ,  t h e  d a t a  f o r  A f r i c a n  c o u n t r i e s  a r e  t o o  s c a n t  t o  p r o v i d e  

much i n f o r m a t i o n ,  

While e v i d e n c e  on  t.he r e l a t i o n s h i p  between growth and  income 

d i s t r i b u t i o n  i s  somewhat ambiguous, t h e  e v i d e n c e  on growth and  

p o v e r t y  a l l e v i a t i o n  i s  more c l e a r - c u t .  F o r  v i r t u a l l y  t h e  same 

sample  ( w i t h  T h a i l a n d  s u b s t i t u t e d  f o r  E l  S a l v a d o r ) ,  F i e l d s  f i n d s  

t e n  c a s e s  where t h e  i n c i d e n c e  of  p o v e r t y  f e l l ,  and o n l y  t h r e e  

examples  where p o v e r t y  i n c r e a s e d  -- I n d i a ,  A r g e n t i n a  and  t h e  

P h i l i p p i n e s .  1/ I n s o f a r  a s  a v e r a g e  a n n u a l  growth r a t e s  o f  p e r  

c a p i t a  income w e r e  f a i r l y  low f o r  I n d i a  and ~ r g e n t i n a  for t h e  

p e r i o d s  i n  q u e s t i o n  ( 1 . 2  p e r c e n t  and 1 . 4  p e r c e n t ,  r e s p e c t i v e l y ) ,  

2/ t h i s  h a r d l y  c o n s t i t u t e s  a  f a i l u r e  of r a p i d  growth .  - 

1/ F i e l d s ,  g p .  c i t . ,  p .  1 5 .  - 

2 /  D e s p i t e  n e g a t i v e  growth and w o r s e n i n g  income d i s t r i b u t i o n ,  - 
F i e l d s  r e p o r t s  t h a t  t h e  e v i d e n c e  o n  Bangladesh  i s  mixed,  and  
judges  p o v e r t y  t o  have  f a l l e n .  I n  t h e  P h i l i p p i n e s ,  which 
grew a t  2 p e r c e n t ,  t h e  c o n c l u s i o n  t h a t  p o v e r t y  r o s e  i s  b a s e d  
on  a d e c l i n e  i n  t h e  a v e r a g e  a n n u a l  income among t h e  p o o r e s t  
q u i n t i l e .  



Fur thermore ,  a  number of s i m u l a t i o n  s t u d i e s  t h a t  i n c o r p o r a t e  

t h e  assumption t h a t  income d i s t r i b u t i o n  w i l l  f o l l o w  t h e  p a t h  des-  

c r i b e d  by t h e  Kuznets  Curve i n d i c a t e  t h a t  t h e  i n c i d e n c e  o f  p o v e r t y  

n o n e t h e l e s s  d e c l i n e s  s u b s t a n t i a l l y  a s  p e r  c a p i t a  GNP i n c r e a s e s .  

The p r e l i m i n a r y  r e s u l t s  of  a  s i m u l a t i o n  s t u d y  by Ahluwal ia  and 

Duloy i n d i c a t e  t h a t  f o r  a  coun t ry  i n i t i a l l y  a t  an income l e v e l  o f  

$100 (1970 p r i c e s ) ,  t h e  i n c i d e n c e  o f  p o v e r t y  would d e c l i n e  from 

72 t o  45 p e r c e n t  o v e r  a  twenty-year  p e r i o d  i f  an average  a n n u a l  

growth r a t e  f o r  p e r  c a p i t a  income of 3  p e r c e n t  cou ld  b e  m a i n t a i n e d ,  

1/ d e s p i t e  an  assumed worsening of  income d i s t r i b u t i o n .  

P r o j e c t i o n s  r e p o r t e d  by Ahluwal ia ,  C a r t e r  and Chenery assume 

a  2.6 p e r c e n t  growth r a t e  i n  r e a l  p e r  c a p i t a  GNP f o r  low-income 

c o u n t r i e s ,  and changes  i n  income d i s t r i b u t i o n  t h a t  f o l l o w  t h e  

Kuznets  Curve. Over t h e  1975-2000 p e r i o d ,  t h e s e  assumpt ions  would 

g e n e r a t e  a  d e c l i n e  i n  t h e  i n c i d e n c e  o f  p o v e r t y  i n  low-income 

c o u n t r i e s  from 51 t o  22 p e r c e n t .  I n c r e a s i n g  t h e  assumed growth 

r a t e  t o  3.6 p e r c e n t  would r e s u l t  i n  a  g r e a t e r  d e c l i n e  i n  t h e  i n c i -  

dence of  p o v e r t y  i n  low-income c o u n t r i e s ,  t o  around 1 4  p e r c e n t  

2/  by t h e  y e a r  2000. - 

The d i s c u s s i o n  s o  f a r  has  d e a l t  w i t h  pover ty  a l l e v i a t i o n ,  

where p o v e r t y  h a s  been c o n s i d e r e d  i n  terms of l e v e l s  of income. 

1/ M . S .  Ahluwal ia  and J . H .  Duloy, "Pover ty  A l l e v i a t i o n  and - 
Growth Pessimism: A Re-examinat ion o f  Cross  Country E v i d e n c e , "  
Development Research  C e n t e r ,  I B R D  ( D r a f t )  , A p r i l  1977.  

2/ Ahluwal ia ,  C a r t e r  and Chenery, op .  G., pp. 318 and 3 2 8 .  - -- 



The ev idence  p o i n t s  t o  a s i g n i f i c a n t  impac t  o f  growth on t h e  

i n c i d e n c e  of  p o v e r t y  i n  low-income c o u n t r i e s ,  even i f  income 

d i s t r i b u t i o n  worsens  a l o n g  t h e  l i n e s  d e s c r i b e d  by A h l u w a l i a ' s  

e m p i r i c a l  estimates o f  t h e  Kuznets  Curve. An i m p o r t a n t  q u e s t i o n  

i s  whether  a  s i m i l a r  r e l a t i o n s h i p  h o l d s  f o r  i n d i c a t o r s  o f  b a s i c  

needs  s a t i s f a c t i o n  o t h e r  t h a n  t h e  i n c i d e n c e  of  p o v e r t y .  R e s u l t s  

o f  econometr ic  work by L e i p z i g e r  and Lewis i n d i c a t e  t h a t  f o r  low- 

income c o u n t r i e s ,  s o c i a l  i n d i c a t o r s  such a s  l i t e r a c y ,  l i f e  e x p e c t -  

ancy,  i n f a n t  m o r t a l i t y  and f i r s t  l e v e l  s c h o o l  e n r o l l m e n t s  a r e  

s i g n i f i c a n t l y  c o r r e l a t e d  w i t h  p e r  c a p i t a  income l e v e l s  whereas  t h e  

c o r r e l a t i o n s  of  t h e s e  i n d i c a t o r s  w i t h  G i n i  c o e f f i c i e n t s  a r e  s t a t i s -  

t i c a l l y  i n s i g n i f i c a n t .  For  middle-income c o u n t r i e s  ( d e f i n e d  

u s i n g  t h e  1 9 7 5  I D A - e l i g i b i l i t y  c r i t e r i o n )  t h e  o p p o s i t e  s e t  o f  

r e s u l t s  emerges: s i g n i f i c a n t  c o r r e l a t i o n s  o f  s o c i a l  i n d i c a t o r s  

w i t h  G i n i  c o e f f i c e n t s  b u t  n o t  w i t h  p e r  c a p i t a  income l e v e l s .  

T h e i r  f i n d i n g s  t e n d  t o  s u p p o r t  t h e  p r o p o s i t i o n  t h a t  growth i n  p e r  

c a p i t a  income i s  o f  pr imary  impor tance  i n  a c h i e v i n g  i n c r e a s e d  

s a t i s f a c t i o n  o f  b a s i c  needs i n  low-income c o u n t r i e s .  

None o f  t h i s  i s  t o  deny t h e  impor tance  o f  t h e  p a t t e r n  o f  

growth i n  t e r m s  o f  t h e  d i s t r i b u t i o n  o f  i n c r e a s e s  i n  income and 

t h e  composi t ion  of  changes  i n  o u t p u t .  The economet r i c  r e s u l t s  

p r e s e n t e d  e a r l i e r  ( p . 2 2  ) i n d i c a t e  t h a t  f o r  low-income c o u n t r i e s ,  

v a r i a t i o n s  i n  t h e  s h a r e  of  t h e  l o w e s t  4 0  p e r c e n t  of income 

r e c i p i e n t s  can  have  powerful  e f f e c t s  on t h e  i n c i d e n c e  of p o v e r t y  

1/ D.M.  L e i p z i g e r  and M.A. Lewis,  " S o c i a l  I n d i c a t o r s ,  Growth and - 
D i s t r i b u t i o n , "  World - Development, Vol.  8 ,  No. 4 ,  1980.  



a s s o c i a t e d  w i t h  a  g i v e n  income l e v e l .  The key p o i n t  i s  t h a t  i f  

r a p i d  growth can b e  a c h i e v e d  i n  low-income c o u n t r i e s ,  t h e  e f f e c t s  

i n  terms of p o v e r t y  a l l e v i a t i o n  a r e  l i k e l y  t o  b e  s u b s t a n t i a l  

and p o s i t i v e ,  even w i t h  some worsening of  t h e  income d i s t r i b u t i o n .  

I f  t h a t  worsening can  b e  avo ided  -- p a s t  e x p e r i e n c e  s u g g e s t s  t h a t  

it c a n  -- s o  much t h e  b e t t e r ,  



111. The Distribution of Official Develo~ment Assistance .. 
Among Countries 

A. The -- Current Distribution 

This section examines the distribution of Official 

Development Assistance (ODA) among recipients. ODA is 

defined by the Development Assistance Committee of the OECD 

as grants or loans that are undertaken by the public sector 

(including multilateral agencies as well as bilateral donors); 

that have promotion of economic development and welfare as 

main objectives; and that are offered at concessional terms 

1/ (if a loan, at least 25 percent grant element).- 

This concessional assistance comprises only a portion of 

total resource flows to developing countries. For instance, 

in 1976 ODA accounted for about 30 percent of total disburse- 

ments of medium- and long-term capital to developing 

countries.2/ In particular. for the World Bank Group, lending 

by IDA ($2.86 billion in 1978) was counted as ODA, while 

IBRD lending ($6.55 billion) was not. Overall for multilateral 

agencies, grants amounted to $2.5 billion) concessional loans 

came to $4.8 billion, and non-concessional lending totaled 

3/  $9.88 billion in 1978.- 

I/ Development Cooperation 1979, Organization for Economic - - 
Cooperation and Development, Paris, November 1979, p. 209. 
The "grant element" reflects the extent to which the 
financial terms of the loan -.- the interest rate, maturity, 
and grace period -- are more concessional than the terms of 
a commercial loan. 

World Development Report 1979, p. 9. 

3 /  Development Cooperation 1979, Table C.4. These data are on - 
a commitments basis. 



T h e  data  p r e s e n t e d  h e r e  r e p r e s e n t  average a n n u a l  c o m m i t -  

m e n t s  of ODA d u r i n g  t h e  1976-78  period f r o m  a l l  sources 

except c e n t r a l l y  p l a n n e d  e c o n o m i e s  .A/ More s p e c i f i c a l l y  , 

t h e  data i n c l u d e  c o m m i t m e n t s  b y  m u l t i l a t e r a l  i n s t i t u t i o n s ,  

members  of the  D e v e l o p m e n t  A s s i s t a n c e  C o m m i t t e e ,  and 

c o u n t r i e s  b e l o n g i n g  t o  OPEC. T h e  da ta  h a v e  b e e n  collected 

f o r  1 0 2  r e c i p i e n t s ,  t h a t  e a c h  received a t  leas t  $ 7 5  m i l l i o n  

i n  ODA c o m m i t m e n t s  over t h e  t h r e e - y e a r  p e r i o d .  T h e  c o u n t r i e s  

c o l l e c t i v e l y  a c c o u n t e d  o n  average fo r  over $ 2 5  b i l l i o n  pe r  

y e a r ,  n e a r l y  9 0  p e r c e n t  o f  t o t a l  ODA c o m m i t m e n t s  reported b y  

t h e  DAC. 

F i g u r e s  f o r  i n d i v i d u a l  c o u n t r i e s  a r e  reported i n  t h e  

A n n e x  T a b l e .  F o r  t h e  same g r o u p s  of c o u n t r i e s  d i s c u s s e d  

e a r l i e r ,  T a b l e  V I I  c o m p a r e s  t h e  d i s t r i b u t i o n  o f  p o v e r t y  a n d  

t h e  d i s t r i b u t i o n  of ODA. 

T a b l e  V I I  

T h e  D i s t r i b u t i o n  o f  P o v e r t y  a n d  O f f i c i a l  
D e v e l o p m e n t  A s s i s t a n c e  - 

P e r c e n t  C u m u l a t i v e  ODA Com- P e r c e n t  C u m u l a t i v e  
o f  T o t a l  P e r c e n t a ~ e  m i t r n e n t s  of T o t a l  P e r c e n t a g e  

C o u n t r y  G r o u p  --- - P o o r  - o f  P o o r  
-- 

( $  m i l l :  ODA o f  T o t a l  . - - ---- 

( 1 9 7 7  P e r  C a p i t a  
GNP ) 

L e s s  t h a n  $ 1 5 0  1 7 . 4  1 7 . 4  3 , 3 8 5  13.. 3  1 3 . 3  
I n d i a  - $ 1 5 0  3 7 . 2  5 4 . 6  2 , 1 0 0  8 . 3  2 1 . 6  
$ 1 5 0  -- $ 3 0 0  2 6 . 1  5 0 . 7  5  7 9 3  2 2 . 8  4 4 . 4  
$ 3 0 1  - $ 4 5 0  9 . 8  9 0 , 5  4 , 9 7 9  1 9 . 6  6 4 . 0  
$ 4 5 1  - $ 1 , 2 0 0  6 . 2  9 6 . 7  5 , 5 4 1  2 1 . 8  8 5 . 8  
$ 1 , 2 0 0  - $ 4 , 8 0 0  3 . 2  9 9 . 9  3 , 6 0 5  1 4 . 2  1 0 0 . 0  

T o t a l  9 9 . 9  2 5 , 4 0 3  1 0 0 . 0  1 0 0 . 0  

SOURCE A n n e x  T a b l e  a n d  T a b l e  I1 
- 

1/ D e v e l o p m e n t  C o o p e r a t i o n  1 9 7 9 ,  T a b l e  D .4  -- ---- 



The d a t a  p r e s e n t e d  i n  T a b l e  V I I  i n d i c a t e  t h a t  t h e  

d i s t r i b u t i o n  o f  c o n c e s s i o n a l  a s s i s t a n c e  among c o u n t r i e s  does  

n o t  r e f l e c t  t h e  d i s t r i b u t i o n  o f  p o v e r t y .  The group t h a t  

a c c o u n t s  f o r  80  p e r c e n t  of  t h e  d e v e l o p i n g  w o r l d ' s  poor  

r e c e i v e s  o n l y  4 4  p e r c e n t  o f  c o n c e s s i o n a l  a s s i s t a n c e ,  w h i l e  

c o u n t r i e s  a c c o u n t i n g  f o r  less t h a n  10 p e r c e n t  o f  t h e  poor  

r e c e i v e  36 p e r c e n t  o f  c o n c e s s i o n a l  a s s i s t a n c e .  I n d i a  a l o n e  

a c c o u n t s  f o r  a  g r e a t  d e a l  o f  t h e  d i s p a r i t y  between t h e  

d i s t r i b u t i o n  o f  p o v e r t y  and t h e  d i s t r i b u t i o n  of ODA. 

B .  E x p l a i n i n g  t h e  A l l o c a t i o n  P a t t e r n  

A number of  s t u d i e s  i n  r e c e n t  y e a r s  have s o u g h t  t o  

e x p l a i n  a l l o c a t i o n  p a t t e r n s  o f  development a s s i s t a n c e .  P a u l  

Isenman i n v e s t i g a t e d  f lows o f  development  a s s i s t a n c e  d u r i n g  

t h e  l a t e  1960s and e a r l y  1970s from a  v a r i e t y  o f  s o u r c e s :  

USAID, DAC members a s  a  g roup ,  t h e  I E R D ,  I D A  and t h e  UN 

Development programme .l' H i s  r e s u l t s  s t r o n g l y  con£ i rmed two 

" b i a s e s "  i n  a i d  a l l o c a t i o n s :  a  middle-income b i a s  r e v e a l e d  

i n  t h e  tendency f o r  p e r  c a p i t a  a s s i s t a n c e  t o  r i s e  a s  p e r  

c a p i t a  income i n c r e a s e s  t o  a  l e v e l  o f  $400 (1970 p r i c e s ,  

e q u i v a l e n t  t o  a  p e r  c a p i t a  income o f  abou t  $650 i n  1977 p r i c e s )  

and  t h e n  t o  f a l l ;  and a  c o u n t r y - s i z e  b i a s  r e f l e c t e d  i n  t h e  

t endency  f o r  p e r  c a p i t a  a s s i s t a n c e  t o  f a l l ,  t h e  l a r g e r  t h e  

p o p u l a t i o n  s i z e  o f  t h e  r e c i p i e n t .  Edelman and Chenery used  

1/ See  P a u l  Isenman, "The Middle-Income and Country-Size  B i a s e s  - 
i n  Aid A l l o c a t i o n s , "  IDS Communication 115,  I n s t i t u t e  o f  
Development S t u d i e s ,  Sussex ,  J u l y  1975; and " B i a s e s  i n  Aid 
A l l o c a t i o n s  A g a i n s t  P o o ~ e r  and Larger  C o u n t r i e s , "  World . .-- 
Development, Vol.  4 ,  No. 8 ,  1976.  -- 



a g g r e g a t e  d a t a  on commitments of  " O f f i c i a l  Concess iona l  

A s s i s t a n c e "  ( i . e . ,  ODA p l u s  m u l t i l a t e r a l  l o a n  commitments 

t h a t  a r e  n o t  s u f f i c i e n t l y  c o n c e s s i o n a l  t o  q u a l i f y  a s  ODA) 

1/ from DAC b i l a t e r a l  s o u r c e s ,  m u l t i l a t e r a l  s o u r c e s ,  and OPEC.- 

They analyzed a  c o n s i d e r a b l y  l a r g e r  sample o f  c o u n t r i e s  ( 8 9 )  

t h a n  t h e  samples i n v e s t i g a t e d  by Isenman, which f o r  t h e  

m o s t  p a r t  ranged from 20 t o  4 1  c o u n t r i e s .  T h e i r  tests  

covered  t h r e e  s u c c e s s i v e  t i m e  p e r i o d s  (1967-69; 70-72; and 

7  3-74) and conf i rmed b o t h  t h e  c o u n t r y - s i z e  and middle-income 

b i a s e s  f o r  e a c h  p e r i o d ,  a l t h o u g h  t h e  middle-income b i a s  f o r  

t h e  1970-72 p e r i o d  was n o t  s t a t i s t i c a l l y  s i q n i f i c a n t .  

Dudley and Montmarquette t e s t e d  1970 commitments from v a r i o u s  

b i l a t e r a l  d o n o r s ,  a c c o r d i n g  t o  a  s u p p l y - s i d e  model o f  

b i l a t e r a l  a i d  f o r  each  donor t h a t  i n c l u d e d  c o n s i d e r a t i o n s  o f  

p o p u l a t i o n ,  p e r  c a p i t a  income, p o l i t i c a l  t i es  t o  t h e  donor 

i n  q u e s t i o n ,  economic t i e s  t o  t h a t  donor and bandwagon 

e f f e c t s  -- t h e  tendency f o r  a  donor t o  g i v e  more a i d  t o  

c o u n t r i e s  r e c e i v i n g  s u b s t a n t i a l  amounts o f  a i d  from o t h e r  

s o u r c e s  .2/ T h e i r  r e s u l t s  i n d i c a t e d  an  i n s i g n i f i c a n t  r o l e  

f o r  p o p u l a t i o n  s i z e  i n  i n f l u e n c i n g  a i d  a l l o c a t i o n s  o f  most  

donors  once p o l i t i c a l ,  economic and bandwagon f a c t o r s  w e r e  

John Edelman and H o l l i s  Chenery,  "Aid and Income D i s t r i -  
b u t i o n , "  i n  The N e w  I n t e r n a t i o n a l  Economic Order :  - The 
North-South Deba te ,  J a s d i s h  N.  Bhaswat i ,  Ed. ,  iY1T P r e s s ,  1977. 

L .  Dudley and C .  Montmarquette ,  "A Model o f  t h e  Supply o f  
~ i l a t e r a i  F o r e i g n  Aid ,  " American -- Economic Review, - Vol. 66 ,  
No. 1, March 1976. 



t a k e n  i n t o  a c c o u n t .  However, b o t h  t h e  bandwagon v a r i a b l e s  

( o t h e r  donor a s s i s t a n c e )  and t h e  economic t ies v a r i a b l e s  

( t h e  p r e v i o u s  y e a r ' s  e x p o r t s  from t h e  donor i n  q u e s t i o n  t o  

t h e  r e c i p i e n t  i n  q u e s t i o n ,  d i v i d e d  by r e c i p i e n t  p o p u l a t i o n )  

may b e  p r o x i e s  f o r  t h e  smal l . .country  b i a s  r a t h e r  t h a n  v i c e -  

v e r s a .  I f  a l l  donors  have  a  smal l -coun t ry  b i a s ,  t h e n  t h e  

bandwagon v a r i a b l e  w i l l  r e f l e c t  and i n c o r p o r a t e  t h a t  b i a s .  

S i m i l a r l y ,  i n s o f a r  a s  most b i l a t e r a l  a s s i s t a n c e  has  been 

t i e d  t o  purchases  i n  t h e  donor c o u n t r y ,  t h e  e x p o r t s  v a r i a b l e  

c o u l d  s imply  r e p r e s e n t  t h e  e f f e c t s  o f  c o u n t r y - - s i z e  b i a s  

i n  a l l o c a t i o n s  of  p r e v i o u s  y e a r s .  P o l i t i c a l  v a r i a b l e s  s u r e l y  

h e l p  accoun t  f o r  t h e  smal l - -country  b i a s .  However, t h e s e  w e r e  

i n c l u d e d  i n  s e v e r a l  o f  I senman ' s  t es t s ,  w i t h o u t  n e g a t i n g  t h e  

e x i s t e n c e  o f  a  b i a s  a g a i n s t  l a r g e  c o u n t r i e s .  

A r e  t h e  middle-income and c o u n t r y - s i z e  b i a s e s  r e f l e c t e d  

i n  more r e c e n t  a l l o c a t i o n s  o f  a s s i s t a n c e ?  One might  e x p e c t  

t h a t  t h e  i n c r e a s i n g  concern  of  donors w i t h  p o v e r t y  a l l e v i a t i o n  

and b a s i c  needs ,  combined w i t h  t h e  c r i t i c a l  e v a l u a t i o n  o f  

a l l o c a t i o n  p a t t e r n s  c o n t a i n e d  i n  a  number o f  p a p e r s  i n c l u d i n g  

t h o s e  c i t e d  h e r e ,  would r e s u l t  i n  a  r e d u c t i o n  of  t h e s e  

b i a s e s .  To g a i n  some p e r s p e c t i v e  on t h i s  q u e s t i o n ,  t h e  

f o l l o w i n g  e q u a t i o n  was t e s t e d  f o r  t h e  e n t i r e  sample of 

c o u n t r i e s  i n  t h e  Annex Tab le .  

( 3 )  Log PCA = 10.38 - - 7 3  Log Pop - 1 .89  Log PCY + . I 4 7  (Log PCY) 2 



The e x p l a n a t o r y  power o f  t h e  e q u a t i o n  i s  f a i r l y  h i g h .  

The p o p u l a t i o n  c o e f f i c i e n t  i s  c l e a r l y  s i g n i f i c a n t  and 

e v i d e n c e s  a  ve ry  s t r o n g  b i a s  a g a i n s t  l a r g e  c o u n t r i e s ;  

i n t e r p r e t i n g  t h e  c o e f f i c i e n t  a s  a n  e l a s t i c i t y ,  a s s i s t a n c e  

i n  p e r  c a p i t a  t e r m s  (PCA) t e n d s  t o  f a l l  by 73 p e r c e n t  a s  

p o p u l a t i o n  s i z e  d o u b l e s .  The p e r  c a p i t a  income c o e f f i c i e n t s  

(basdd  on 1977 G N P  p e r  c a p i t a )  a r e  each  m a r g i n a l l y  s i g n i f i -  

c a n t .  They i n d i c a t e  a  r e v e r s a l  o f  t h e  middle-income b i a s ,  -- 

i . e . ,  a  tendency f o r  p e r  c a p i t a  a s s i s t a n c e  t o  f a l l  a s  p e r  

c a p i t a  income i n c r e a s e s  - t o  a b o u t  $ 6 2 0  and t h e n  t o  r ise .  

S i n c e  low-income LDCs a r e  on  a v e r a g e  more popu lous ,  t h e  b i a s  

a g a i n s t  l a r g e  c o u n t r i e s  a c c o u n t s  f o r  much of  t h e  c o n c e n t r a t i o n  

o f  a s s i s t a n c e  i n  middle-  and high-income LDCs .  

B e f o r e  conc lud ing  t h a t  t h e  b e h a v i o r  o f  d o n o r s  w i t h  

r e s p e c t  t o  t h e  middle--income b i a s  has  changed,  s e v e r a l  

f a c t o r s  need t o  be ment ioned t h a t  make it d i f f i c u l t  t o  compare 

t h e s e  r e s u l t s  w i t h  t h o s e  o f  Chenery and Edelman, and Isenman. 

The former  i n c l u d e d  l o a n s  from m u l t i l a t e r a l  banks  ( p a r t i c u l a r l y  

I B R D  l e n d i n g )  t h a t  w e r e  n o t  s u f f i c i e n t l y  c o n c e s s i o n a l  t o  

q u a l i f y  a s  ODA. A t  t h e  same t i m e ,  t h e  a u t h o r s  emphasize 

t h a t  most o f  t h e s e  funds  go t o  middle-income c o u n t r i e s  and 

t h e  s c o p e  f o r  r e a l l o c a t i o n  o f  such  Zending t o  low-income 

c o u n t r i e s  i s  ex t remely  l i m i t e d  because  o f  d e b t - s e r v i c i n g  

c o n s i d e r a t i o n s .  I n c l u d i n g  s o u r c e s  of funds  d i r e c t e d  p r i m a r i l y  

t o  middle-income c o u n t r i e s  would o b v i o u s l y  a l t e r  t h e  r e g r e s s i o n  

r e s u l t s .  S i n c e  we a r e  concerned w i t h  a s s i s t a n c e  t h a t  might  



h y p o t h e t i c a l l y  be  r e a l l o c a t e d  t o  low-income c o u n t r i e s ,  it 

s e e m s  s e n s i b l e  t o  e x c l u d e  t h e  h a r d e r  l o a n s  of  t h e  m u l t i -  

l a t e r a l  banks .  Secondly ,  o u r  sample o f  c o u n t r i e s  e x c l u d e s  

t h o s e  t h a t  r e c e i v e  s m a l l  amounts o f  ODA, and i n c l u d e s  a  

number o f  v e r y  s m a l l ,  high-income r e c i p i e n t s  o f  ODA n o t  

i n c l u d e d  i n  e i t h e r  of  t h e  o t h e r  two s t u d i e s .  The argument  

f o r  i n c l u s i o n  i s  t h a t  t h e s e  c o u n t r i e s  r e c e i v e  s i g n i f i c a n t  

amounts of  ODA i n  a b s o l u t e  t e r r n ~ , ~  s o  t h a t  a  d i s c u s s i o n  o f  

t h e  scope  f o r  r e a l l o c a t i n g  ODA s h o u l d  t a k e  them i n t o  

a c c o u n t .  Again,  it i s  c l e a r  t h a t  e x c l u d i n g  t h e s e  c o u n t r i e s  

would a f f e c t  t h e  r e s u l t s .  

While  t h e  e q u a t i o n s  t e s t e d  o m i t  p o l i t i c a l  v a r i a b l e s ,  

i t  i s  obv ious  t h a t  t h e s e  p l a y  a n  i m p o r t a n t  r o l e  i n  t h e  

a l l o c a t i o n  p a t t e r n .  For i n s t a n c e ,  t h e  f o u r  l a r g e s t  d e v i a t i o n s  

o f  a c t u a l  from p r e d i c t e d  a l l o c a t i o n  l e v e l s  a r e  accoun ted  

f o r  by Egypt ,  I s r a e l ,  J o r d a n ,  and S y r i a ,  which t o g e t h e r  c la imed 

o v e r  $ 6  b i l l i o n  i n  a n n u a l  ODA commitments, a l m o s t  25 p e r c e n t  

o f  t h e  t o t a l .  The p r e s e n c e  o f  o t h e r  major  p o l i t i c a l  

i n f l u e n c e s  can  b e  r e a d i l y  d i s c e r n e d  from t h e  p e r  c a p i t a  ODA 

f i g u r e s  c o n t a i n e d  i n  t h e  Annex Tab le .  

l/ F o r  i n s t a n c e ,  French Guiana ,  Guadalupe, M a r t i n i q u e ,  - 
Reunion and French P o l y n e s i a  t o g e t h e r  r e c e i v e  $1.25 
b i l l i o n  of  ODA a n n u a l l y ,  b u t  have  a n  a g g r e g a t e  p o p u l a t i o n  
o f  less t h a n  1 . 5  m i l l i o n .  



C .  Mechanisms f o r  Changing t h e  A l loca t ion  P a t t e r n  

P o s i t i v e  ques t ions  about what f a c t o r s  determine o r  

exp la in  a s s i s t a n c e  a l l o c a t i o n s  l e a d  n a t u r a l l y  t o  normative 

ques t ions  about  what f a c t o r s  ought  t o  determine a l l o c a t i o n  

p a t t e r n s ,  and i n  what d i r e c t i o n .  Both Isenman and Chenery 

and Edelman a rgue  t h a t  t h e  coun t ry - s i ze  b i a s  ought t o  be 

so f t ened  i f  n o t  e l imina t ed ,  and t h e  b i a s  towards middle-, 

income c o u n t r i e s  ought t o  be conver ted  t o  one towards low-- 

income c o u n t r i e s .  Seve ra l  a l l o c a t i o n  models have been 

developed,  aimed a t  e x p l i c i t l y  add res s ing  these  b i a s e s .  

C l i n e  and Sargen propose an a i d  a l l o c a t i o n  model t h a t  

determines a l l o c a t i o n s  of development a s s i s t a n c e  accord ing  

t o  need and performance c r i t e r i a . y  The i r  approach  s t a r t s ,  

a s  most donors would, with a  s p e c i f i e d  amount of a s s i s t a n c e  

and a  l i s t  of  p o t e n t i a l  r e c i p i e n t s .  They then seek a  l i n e a r  

pa th  such t h a t  p e r  -- c a p i t a  a s s i s t a n c e  d e c l i n e s  a s  p e r  c a p i t a  

income i n c r e a s e s .  Thus they i n c o r p o r a t e  an e x p l i c i t  b i a s  i n  

favor  of  low--income c o u n t r i e s ,  and remove any b i a s  based on 

popula t ion  s i z e .  By s t i p u l a t i n g  a  c e i l i n g  l e v e l  of p e r  

c a p i t a  income a t  which a s s i s t a n c e  f a l l s  t o  ze ro ,  they can 

determine a  unique l i n e a r  r e l a t i o n s h i p  between pe r  c a p i t a  

income and p e r  c a p i t a  a s s i s t a n c e  t h a t  j u s t  exhausts  t h e  amount 

of a s s i s t a n c e  a v a i l a b l e .  

l/ William R.  C l i n e  and Nicholas P .  Sarqen,  "Performance - ' 
C r i t e r i a  and M u l t i l a t e r a l  Aid ~ l l o c a k . o n , "  World Development, 
Vol. 3 ,  No. 6 ,  June 1975. 



The n e x t  s t e p  i s  t o  i n c o r p o r a t e  performance c r i t e r i a ,  

t h a t  a r e  used t o  a d j u s t  i n  e i t h e r  d i r e c t i o n  t h e  a l l o c a t i o n s  

determined by need c r i t e r i a  a l o n e .  The f a c t o r s  t h a t  a r e  

t aken  i n t o  accoun t  i n  performance i n c l u d e  s a v i n g s ,  e x p o r t  

growth,  i n f l a t i o n ,  t a x  revenues ,  and e f f i c i e n c y  i n  r e s o u r c e  

u se  a s  measured by an  i nc r emen ta l  c a p i t a l  o u t p u t  r a t i o .  

Two of t h e s e  i n d i c a t o r s  -- s av ings  and t a x  revenues -- a r e  

measured i n  t e r m s  o f  d e v i a t i o n s  from expec ted  performance a s  

p r e d i c t e d  by p e r  c a p i t a  income. Thus, a  low-income c o u n t r y ' s  

s a v i n g s  performance would be  e v a l u a t e d  r e l a t i v e  t o  t h e  

s av ings  r a t e  expec t ed  o f  a  low-income coun t ry ,  r a t h e r  t h a n  i n  

1/ comparison t o  s a v i n g s  performance o f  middle-income c o u n t r i e s . -  

Each i n d i c a t o r  i s  normal ized by d i v i d i n g  by t h e  r e s p e c t i v e  

s t a n d a r d  d e v i a t i o n .  For  each c o u n t r y  t h e  f i v e  i n d i c a t o r s  a r e  

aggrega ted  i n t o  a  s i n g l e  composi te  performance i n d i c a t o r ,  

u s i n g  an  a r b i t r a r y  we igh t ing  scheme. Th i s  i n d i c a t o r  i s  t h e n  

used t o  a d j u s t  p e r  c a p i t a  a l l o c a t i o n s  upward o r  downward 

accord ing  t o  whether  performance ha s  been above o r  below 

average .  

1/ One cou ld  a r g u e  t h a t  t h i s  p rocedure  shou ld  a l s o  be  a p p l i e d  - 
t o  t h e  e f f i c i e n c y  v a r i a b l e  s i n c e  i n  low-income c o u n t r i e s  
i n f r a s t r u c t u r e  may c l a im  a  l a r g e r  s h a r e  of i nves tmen t ,  
w i t h  a  g e s t a t i o n  l a g  s i g n i f i c a n t l y  l onge r  t han  t h e  two- 
y e a r  l a g  assumed by C l i n e  and Sargen .  The c a p a c i t y  f o r  
s u s t a i n e d  e x p o r t  growth may a l s o  va ry  w i t h  t h e  l e v e l  of  
development.  



A broadly similar allocation model, following the work 

of Isenman, has been developed and used. at AID to help 

determine indicative medium--term planning levels for develop- 

ment assistance, according to broad need and performance 

criteria.' The model assigns a weight, Wi, to each 

recipient country according to population, per capita income, 

and performance, i.e,, 

a wi = (pop.) ( P C I ~ ) ~  (perfilc 
1 

The weights are swnmed and each country's share of total 

assistance is determined by its weight relative to the total. 

The ratio of one country's allocation to another's will 

reflect the ratio of the two weights, which in turn will 

depend on relative population size, per capita income and 

performance -2' The exponents are determined according to 

policy judgements about the importance that each variable 

should have in determining the allocations, The exponent 

attached to the population variable allows more or less bias 

with respect to country size, depending on how close the value 

1/ Michael Crosswell, "Basic Human Needs and the Distribution - 
of Development Assistance Among Countries: The Indicative 
Planning Allocation Procedure," AID Mimeo, August 1979. 

2/ In particular, the ratio of assistance levels for any two - 
countries will be expressed by: 

PCIi b 
(- PCI, 1 

C Perf 
( -- Perf ) 

j 



chosen i s  t o  1 . 0  -- t h e  v a l u e  a t  which t h e r e  i s  no b i a s .  The 

v a l u e  o f  t h e  exponen t  a s s o c i a t e d  w i t h  p e r  c a p i t a  income i s  

t y p i c a l l y  n e g a t i v e ,  s o  t h a t  a s s i s t a n c e  t e n d s  t o  d e c l i n e  a s  

p e r  c a p i t a  income i n c r e a s e s .  The exponen t  on performance ,  

a l o n g  w i t h  t h e  s c a l e  chosen f o r  t h e  performance  v a r i a b l e ,  

d e t e r m i n e s  t h e  impor tance  of  performance  c o n s i d e r a t i o n s  i n  

a f f e c t i n g  t h e  i n d i c a t i v e  a l l o c a t i o n s .  The a l l o c a t i o n s  are 

de te rmined  s u b j e c t  t o  two g e n e r a l  c o n s t r a i n t s  t h a t  s p e c i f y  

t h e  minimum and maximum l e v e l s  o f  a s s i s t a n c e  t h a t  may b e  

a l l o c a t e d  t o  c o u n t r i e s .  

1/ There a r e  p o l i c y  i s s u e s  s u r r o u n d i n g  each  of  t h e  v a r i a b l e s . -  

One q u e s t i o n  i s  whether  t h e  p o p u l a t i o n  v a r i a b l e  ough t  t o  

r e f l e c t  t o t a l  p o p u l a t i o n  o r  poor p o p u l a t i o n ,  t h e  number o f  

p e o p l e  below a  p o v e r t y  l i n e .  The a l l o c a t i o n  model d e s c r i b e d  

above has  been deve loped  i n  a  framework i n  which i n c r e a s e d  

s a t i s f a c t i o n  o f  b a s i c  needs i s  t a k e n  a s  t h e  pr imary  o b j e c t i v e  

o f  development a s s i s t a n c e ,  and need f o r  o u t s i d e  a s s i s t a n c e  

i s  a n  e x p l i c i t  a l l o c a t i o n  c r i t e r i o n .  T h i s  might  s u g g e s t  t h a t  

need f o r  a s s i s t a n c e  s h o u l d  be c o n s i d e r e d  i n  t e r m s  of  t h e  

e x t e n t  o f  p o v e r t y  ( r o u g h l y  measured by t h e  number o f  poor  

p e o p l e  o r  t h e  i n c i d e n c e  o f  p o v e r t y )  compared with domest?c 

r e s o u r c e  a v a i l a b i l i t v  ( a s  i n d i c a t e d  by p e r  c a p i t a  income) .  

However, each c o u n t r v  f a c e s  t h e  t a s k  o f  a c h i e v i n g  t h e  satis- 

1/ T h i s  p a r a g r a p h  i s  based  on t h e  a n a l y s i s  c o n t a i n e d  i n  "Need - 
A s  a  C r i t e r i o n  f o r  A l l o c a t i n g  Development A s s i s t a n c e , "  
Michael  C r o s s w e l l ,  A I D  (Mimeo), J u l y  1980.  



f a c t i o n  of b a s i c  needs of  a11 i t s  i n h a b i t a n t s .  Therefore ,  

bo th  t h e  scope of  t h e  problem and domestic r e sou rce  

a v a i l a b i l i t y  depend on t h e  number and income of  t h e  nonpoor. 

Considered i n  t h i s  l i g h t ,  it can be shown t h a t  .-- t o t a l  

popula t ion  i s  t h e  more a p p r o p r i a t e  popula t ion  v a r i a b l e .  

Domestic resource  a v a i l a b i l i t y  would be i d e a l l y  measured 

n o t  by per  c a p i t a  income a l o n e ,  bu t  r a t h e r  by t h e  r a t i o  of 

p e r  c a p i t a  income t o  t h e  pover ty  l i n e ,  de f ined  a s  t h e  average 

p e r  person c o s t  of a  s t anda rd  of l i v i n g  t h a t  meets b a s i c  

n e e d s . y  This r a t i o  would i n d i c a t e  need i n  t e r m s  of  t h e  

margin by which p e r  c a p i t a  income exceeds t h e  income r equ i r ed  

t o  meet b a s i c  needs.  I n  p r a c t i c e ,  t h e  Kravis  f a c t o r s  

desc r ibed  i n  t h e  f i r s t  s e c t i o n  provide an approximation t o  

t h i s  adjustment  t o  t h e  e x t e n t  t h a t  d i f f e r e n c e s  i n  pover ty  

2/ l i n e s  among c o u n t r i e s  r e f l e c t  d i f f e r e n c e s  i n  purchasing power.- 

The nerformance v a r i a b l e  p e r t a i n s  n o t  simply t o  aggrega te  

growth b u t  t o  o t h e r  f a c t o r s  t h a t  a r e  a l s o  r e l a t e d .  t o  pover ty  

a l l e v i a t i o n  and i n c r e a s e d  s a t i s f a c t i o n  of  b a s i c  needs. For 

A formal d e r i v a t i o n  of t h i s  argument i s  p re sen ted  i n  t h e  
paper j u s t  c i t e d .  

Reca l l  f oo tno te  2  on page 4 1 ,  which shows t h a t  t h e  r e l a t i v e  
a s s i s t a n c e  l e v e l s  o f  two c o u n t r i e s  depend on t h e  r a t i o  of 
t h e i r  p e r  c a p i t a  incomes. Suppose t h e s e  a r e  expressed i n  
d o l l a r s  of  e q u i v a l e n t  purchasing power. I f  pover ty  l i n e s  
expressed i n  I C P  d o l l a r s  a r e  t h e  same f o r  each country ,  then  
t h e  r a t i o  w i l l  n o t  change a s  each p e r  c a p i t a  income f i g u r e  
i s  d iv ided  by t h e  same pover ty  l i n e .  



i n s t a n c e ,  performance w i t h  r e s p e c t  t o  l i t e r a c y ,  i n f a n t  

m o r t a l i t y ,  l i f e  expectancy,  and s o  on a r e  impor tan t ,  a s  a r e  

I/ o t h e r  c r i t e r i a  having t o  do  wi th  income d i s t r i b u t i o n . -  

C l i n e  and Sargen a rgue  t h a t  t h i s  unduly p e n a l i z e s  poor 

people  i n  c o u n t r i e s  wi th  an unfavorable  o r i e n t a t i o n  toward 

e q u i t y  and pover ty  a l l e v i a t i o n .  However, a s s i s t a n c e  i s  

l i l ce lv  t o  be  l e s s  e f f e c t i v e  i n  such c o u n t r i e s  i n  enhancirxj 

s a t i s f a c t i o n  of b a s i c  needs.  F u r t h e r ,  t h e r e  may be some 

v a l u e  t o  r e i n f o r c i n g  good performance a t  t h e  expense of  poor 

performance i n  t h e  d i s t r i b u t i o n a l  a r ea .  

D. E f f e c t i v e n e s s  Cons idera t ions  and t h e  A l l o c a t i o n  
P a t t e r n  of ODA 

The d i s c u s s i o n  s o  f a r  has  po in ted  t o  t h e  h igh  

c o n c e n t r a t i o n  of  t h e  LDC pove r ty  problem i n  low-income 

c o u n t r i e s  ( t hose  below a 1977 p e r  c a p i t a  income l e v e l  of  $ 3 0 0 )  

a t  t h e  same t i m e  t h a t  t h e  major s h a r e  of  concess iona l  fo re ign  

a s s i s t a n c e  i s  d i r e c t e d  toward middle-income c o u n t r i e s .  This  

a l l o c a t i o n  p a t t e r n  r e f l e c t s  i n t e r  a l i a  a b i a s  a g a i n s t  

populous c o u n t r i e s ,  and a  b i a s  i n  favor  of  h i g h e r  income 

c o u n t r i e s .  A b a s i c  argument of t h i s  paper is  t h a t  if t h e  

problem o f  a l l e v i a t i n g  g l o b a l  pover ty  over t h e  n e x t  s e v e r a l  

decades  is  o f  major concern t o  donors ,  t hen  conces s iona l  

a s s i s t a n c e  should be  r e a l l o c a t e d  towards t h e  group of c o u n t r i e s  

t h a t  r e p r e s e n t s  t h e  bulk o f  t h e  g l o b a l  pover ty  problem -- 

t h e  low-income c o u n t r i e s .  

I/ A s  w i t h  s a v i n g s , a c t u a l  performance i s  eva lua t ed  i n  t e r m s  of - 
expected performance a t  v a r i o u s  income l e v e l s .  



One c r i t i c a l  response a c c e p t s  t h e  premise t h a t  g l o b a l  

poverty i s  o f  major concern,  b u t  contends  t h a t  t h e  c u r r e n t  

ODA a l l o c a t i o n  p a t t e r n  i s  r a t i o n a l ,  because a s s i s t a n c e  can 

be used more e f f e c t i v e l y  t o  add res s  pover ty  i n  middle- 

income c o u n t r i e s  than i n  low--income c o u n t r i e s .  Thus, t h e  

c u r r e n t  a l l o c a t i o n  p a t t e r n  a rguably  maximizes t h e  impact  of 

f o r e i g n  a s s i s t a n c e  on LDC pove r ty ,  by concen t r a t i ng  

a s s i s t a n c e  on c o u n t r i e s  t h a t  may have fewer poor people ,  

b u t  which use  a s s i s t a n c e  more e f f e c t i v e l y  t o  a l l e v i a t e  

pover ty .  This  can be  cons idered  bo th  a s  a  p o s i t i v e  s t a t emen t  

about  t h e  de te rminants  of c u r r e n t  a l l o c a t i o n  p a t t e r n s ,  and 

a  normative s t a t emen t  about how a s s i s t a n c e  ought t o  be 

a l l o c a t e d .  

Whether such e f f e c t i v e n e s s  c o n s i d e r a t i o n s  p l ay  a  major 

r o l e  i n  c u r r e n t  a s s i s t a n c e  a l l o c a t i o n s  i s  d i f f i c u l t  t o  t es t  

e m p i r i c a l l y ,  i n s o f a r  a s  proxy v a r i a b l e s  f o r  e f f e c t i v e  use  o f  

a s s i s t a n c e  a r e  ha rd  t o  come by. To a  l a r g e  degree ,  t h e  

performance i n d i c a t o r s  d i scus sed  above a r e  designed t o  

i d e n t i f y  c o u n t r i e s  where r e sou rces  a r e  l i k e l y  t o  be used 

e f f e c t i v e l y .  One ques t ion  i s  whether such i n d i c a t o r s  h e l p  

e x p l a i n  a l l o c a t i o n  p a t t e r n s  of donors.  Cline/Sargen t e s t e d  

both  p e r  c a p i t a  income and t h e i r  composite performance 

v a r i a b l e  and concluded t h a t  - ",&Dl37 - l end ing  shows on ly  a 

weak r e l a t i o n s h i p  t o  country  performance. Its r e l a t i o n s h i p  

t o  t h e  composite i n d i c a t o r  i s  p o s i t i v e  b u t  i n s i g n i f i c a n t  i n  



t h e  b a s i c  model. ... More s u r p r i s i n g l y ,  p e r  c a p i t a  income 

shows no i n f l u e n c e  on a i d  a l l o c a t i o n . " -  I/ The i r  t e s t s  d i d  

n o t  i n c l u d e  popu la t ion  a s  an exp lana to ry  v a r i a b l e .  Perhaps 

more t o  t h e  p o i n t  i s  t h e  q u e s t i o n  whether t h e i r  performance 

measure v a r i e s  s y s t e m a t i c a l l y  w i t h  p e r  c a p i t a  income 

( p o s i t i v e l y )  o r  w i th  popula t ion  s i z e  ( n e g a t i v e l y ) ,  s i n c e  

both  of t h e s e  c o n t r i b u t e  t o  t h e  r e l a t i v e  concen t r a t i on  of  

a s s i s t a n c e  i n  middle-income count r ies .  I f  s o ,  then  t h e r e  

would be obvious  c o n f l i c t s  between need c r i t e r i a  (which would 

r e o r i e n t  a s s i s t a n c e  t o  t h e  low-income group) and performance/ 

e f f e c t i v e n e s s  c r i t e r i a .  I n  f a c t ,  t h e r e  i s  no s t a t i s t i c a l l y  

s i g n i f i c a n t  r e l a t i o n s h i p  between t h e  Cline/Sargen performance 

measure on t h e  one hand, and contemporaneous l e v e l s  of  

2/ popula t ion  and/or p e r  c a p i t a  income on t h e  o the r . -  

T e s t s  of t h e  non- l inear  a l l o c a t i o n  model d i s cus sed  above 

(pp. 4 1 - 4 4 ) ,  u s ing  i n t e r n a l  A I D  a p p r a i s a l s  of country  

performance, r e v e a l  t h a t  t h e s e  performance c o n s i d e r a t i o n s  

have played a  s t a t i s t i c a l l y  s i g n i f i c a n t  bu t  q u a n t i t a t i v e l y  

smal l  r o l e  i n  i n f l u e n c i n g  p a s t  a l l o c a t i o n s  of A I D ' S  Development 

Ass i s t ance .  The same t e s t s  i n d i c a t e  s i g n i f i c a n t  and major 

1/ Cl ine  and Sargen,  9. c i t . ,  p ,  389 - -- 

2/ For p e r  c a p i t a  income, t h i s  p a r t i a l l y  r e f l e c t s  t h e  f a c t  t h a t  - 
two of t h e  f i v e  elements o f  t h e  performance v a r i a b l e  -- t hose  
p e r t a i n i n g  t o  domestic sav ings  and t e x  revenues -- w e r e  
measured t a k i n g  t h e  e f f e c t s  o f  p e r  c a p i t a  income i n t o  account .  
See page 4 0 .  



b i a s e s  a g a i n s t  populous  c o u n t r i e s  and a g a i n s t  low-income 

c o u n t r i e s .  Again,  t h e  performance v a r i a b l e  w a s  n o t  s t r o n g l y  

c o r r e l a t e d  e i t h e r  w i t h  p o p u l a t i o n  s i z e  o r  w i t h  p e r  c a p i t a  

I/ income .- 
F i n a l l y ,  t h e  d a t a  p r e s e n t e d  i n  t h e  Annex Tab le  i d e n t i f y  

c o u n t r i e s  and p e r  c a p i t a  ODA commitments. Casua l  p e r u s a l  of  

t h e s e  d a t a  s u g g e s t s  t h a t  p o l i t i c a l  f a c t o r s  and p o p u l a t i o n  

s i z e  can  a c c o u n t  f o r  m o s t  i n s t a n c e s  o f  e x t r e m e l y  h igh  and 

ex t remely  low l e v e l s  o f  ODA p e r  c a p i t a .  Fur thermore ,  t h e  
( 3  

twenty-two c o u n t r i e s  t h a t  r e c e i v e d  less t h a n  t e n  d o l l a r s  

p e r  pe r son  i n  ODA commitments i n c l u d e  c o u n t r i e s  such a s  Korea, 

Taiwan, Malays ia ,  B r a z i l ,  Colombia, T h a i l a n d  and P h i l i p p i n e s  -- 

c o u n t r i e s  which would p robad iy  rank  f a i r l y  h i g h  a s  e f f e c t i v e  

u s e r s  of r e s o u r c e s .  

A t  t h e  c o n c e p t u a l  l e v e l ,  t h e  i s s u e  i s  whether  t h e r e  i s  

good r e a s o n  t o  e x p e c t  t h a t  a s s i s t a n c e  can  be  used more 

e f f e c t i v e l y  t o  a d d r e s s  p o v e r t y  i n  middle-income ( o r  s m a l l )  

c o u n t r i e s  t h a n  i n  low-income ( o r  l a r g e )  c o u n t r i e s .  T h i s  

depends i n  p a r t  on how one  d e f i n e s  e f f e c t i v e n e s s .  The 

f o l l o w i n g  d i s c u s s i o n  s k e t c h e s  i n  a  rough f a s h i o n  some of  

t h e  r e l e v a n t  arguments .  

Middle-income c o u n t r i e s  a r e  f r e q u e n t l y  c h a r a c t e r i z e d  by 

a  number o f  f e a t u r e s  t h a t  c o n t r i b u t e  t o  e f f e c t i v e n e s s  i n  a  

1/ D e t a i l s  a v a i l a b l e  from t h e  a u t h o r .  - 



g e n e r a l  sense-A' For i n s t a n c e  they u s u a l l y  have b e t t e r  

i n f r a s t r u c t u r e ,  g r e a t e r  a d m i n i s t r a t i v e  c a p a b i l i t y ,  more 

advanced i n s t i t u t i o n s ,  and h e a l t h i e r ,  b e t t e r  educated 

popula t ions .  I n  s h o r t ,  they  a r e  by and l a r g e  more developed,  

and one of  t h e  ha l lmarks  of  development i s  t h a t  resources  

i n  gene ra l  a r e  employed more e f f e c t i v e l y .  

Thus, one might expec t  l a r g e r  a b s o l u t e  i n c r e a s e s  i n  

income and o u t p u t  from a given amount of  a s s i s t a n c e  i n  middle- 

income c o u n t r i e s .  However, t h i s  does n o t  n e c e s s a r i l y  imply 

t h a t  a s s i s t a n c e  i s  more e f f e c t i v e  i n  middle-income c o u n t r i e s .  

F i r s t ,  cons ide r  e f f e c t i v e n e s s  simply i n  terms of economic 

growth. For two c o u n t r i e s  w i th  equa l  popu la t ions ,  s i m i l a r l y  

f avo rab le  p o l i c i e s ,  b u t  d i f f e r e n t  p e r  c a p i t a  income l e v e l s  

( s ay  $150 and $600) a given amount of f o r e i g n  a s s i s t a n c e  w i l l  

r e p r e s e n t  a much l a r g e r  p o r t i o n  of G D P ,  domestic sav ings ,  

and domestic investment  i n  t h e  low-income count ry ,  no t  only 

because p e r  c a p i t a  income i s  lower, b u t  a l s o  because sav ings  

rates a r e  lower and access t o  non-concessional  fo re ign  

r e sou rces  is  more l i m i t e d .  Inc reases  i n  o u t p u t  a s s o c i a t e d  

w i t h  such a s s i s t a n c e  may be sma l l e r  i n  a b s o l u t e  terms ( f o r  

reasons  having t o  do wi th  t h e  f a c t o r s  mentioned e a r l i e r )  b u t  

much l a r g e r  i n  r e l a t i o n  t o  c u r r e n t  income l e v e l s  and t o  

p r o s p e c t i v e  i n c r e a s e s  i n  income wi thout  such a s s i s t a n c e .  I n  

o t h e r  words t h e  s a m e  amount of a s s i s t a n c e  arguably makes a 

1/ These g e n e r a l i z a t i o n s  a r e  l e s s  a p p l i c a b l e  t o  c o u n t r i e s  which - 
reached middle-income s t a t u s  on t h e  s t r e n g t h  of r e c e n t  r a p i d  
g a i n s  i n  o i l  e x p o r t s ,  o r  o t h e r  sudden, e x t e r n a l  developments. 



bigger  d i f f e r e n c e  (and hence is  more e f f e c t i v e )  i n  t h e  low- 

I/ income country.- 

Second (and more t o  t h e  p o i n t )  even i f  a b s o l u t e  

inc reases  i n  income and output  a r e  smaller  i n  low-income 

c o u n t r i e s ,  t h e  e f f e c t s  on poverty may be g r e a t e r .  A s s u m e  

t h a t  t h e  two coun t r i e s  mentioned above have s i m i l a r  income 

d i s t r i b u t i o n s  .?I Then i f  t h e  b e n e f i t s  of a s s i s t a n c e  a r e  

d i s t r i b u t e d  i n  proport ion t o  income, t h e  impact on t h e  poor 

is  l i k e l y  t o  be much more widespread and s u b s t a n t i a l  i n  

t h e  low-income country (where t h e  incidence of poverty i s  

around 50-60 percent  and a l a r g e r  sha re  of t o t a l  income 

accrues t o  t h e  poor) than i n  t h e  middle-income country (where 

t h e  incidence of poverty i s  about ha l f  a s  g r e a t ) .  The 

b e t t e r  s t r a t e g y  i n  t h e  middle-income country might be t o  t r y  

t o  t a r g e t  a s s i s t a n c e  on t h e  group t h a t  i s  poor -- t h e  lowest 

20 o r  30 percent  of income r e c i p i e n t s .  However, such 

t a r g e t i n g  can s u b s t a n t i a l l y  inc rease  t h e  c o s t s  of programming 

a s s i s t a n c e ,  t o  t h e  detr iment  of  e f fec t iveness  cons idera t ions .  

Also, t h e r e  i s  good reason t o  th ink  t h a t  a s  t h e  incidence of 

poverty f a l l s ,  diminishing r e t u r n s  s e t  i n ,  s o  t h a t  f u r t h e r  

ga ins  i n  poverty a l l e v i a t i o n  a r e  increas ingly  expensive. 

1/ The next  s e c t i o n  d i scusses  t h e  r e l a t i v e l y  dim growth - 
prospects  of low-income coun t r i e s .  

2 /  In  view of  t h e  e a r l i e r  d i scuss ion  of t h e  Kuznets Curve, - 
t h i s  i s  not  unreasonable. 



F i n a l l y ,  e f f e c t i v e n e s s  c a n  be  e v a l u a t e d  n o t  o n l y  

a c c o r d i n g  t o  t h e  a b s o l u t e  impact  on  p o v e r t y ,  b u t  a l so  i n  

terms o f  t h e  v a l u e  p l a c e d  on such  impac t s .  There  a r e  a  

number o f  r e a s o n s  why a  g i v e n  a b s o l u t e  r e d u c t i o n  i n  p o v e r t y  

may b e  v a l u e d  more i n  low-income c o u n t r i e s  -- where domes t i c  

r e s o u r c e s  a r e  c o m p a r a t i v e l y  s c a r c e ,  p o v e r t y  i s  more wide- 

s p r e a d ,  and p r o s p e c t s  f o r  growth and pover ty  a l l e v i a t i o n  

1/ a r e  r e l a t i v e l y  b l e a k  -- t h a n  i n  middle-income LDCs. -  

Accord ing ly  a s s i s t a n c e  c o u l d  be  judged more e f f e c t i v e  i n  

low-income c o u n t r i e s ,  even i f  t h e  t a n g i b l e  impact  on p o v e r t y  

were  s m a l l e r .  

These  c o n s i d e r a t i o n s  s u g g e s t  t h a t  t h e  e f f e c t i v e n e s s  of 

f o r e i g n  a s s i s t a n c e  i n  a l l e v i a t i n g  p o v e r t y  i s  n o t  n e c e s s a r i l y  

a  p o s i t i v e  f u n c t i o n  of p e r  c a p i t a  income. A second q u e s t i o n  

is  whe the r  p o p u l a t i o n  s i z e  h a s  an  i m p o r t a n t  b e a r i n g  on  

e f f e c t i v e n e s s  o f  a s s i s t a n c e ,  i n  t h e  s e n s e  t h a t  t h e  same 

a b s o l u t e  amount o f  a s s i s t a n c e  ( s a y  $ 4 0 0  m i l l i o n )  w i l l  have 

a  s m a l l e r  impact  on p o v e r t y  i n  a  s i n g l e  c o u n t r y  o f  f o r t y  

m i l l i o n  p e o p l e  t h a n  d i v i d e d  among f o u r  c o u n t r i e s  o f  t e n  

m i l l i o n  e a c h .  There does  n o t  seem t o  be  much b a s i s  f o r  a r g u i n g  

t h a t  a  g i v e n  l e v e l  of  a s s i s t a n c e  p e r  c a p i t a  i s  more e f f e c t i v e  

i n  s m a l l  c o u n t r i e s  t h a n  i n  l a r g e  o n e s ,  and a n a l y s e s  o f  t h e  

1/ T h i s  argument  i s  ana logous  t o  t h e  approach se t  f o r t h  by - 
Chenery and Ahluwal ia ,  i n  which changes i n  income w i t h i n  
a  c o u n t r y  would be  we igh ted  d i f f e r e n t i a l l y ,  a c c o r d i n g  t o  
t h e  income group whose income i n c r e a s e s .  See  R e d i s t r i -  
b u t i o n  With Growth, C h a p t e r  2 .  



smal l  count ry  b i a s  i n  a s s i s t a n c e  a l l o c a t i o n s  do no t  g e n e r a l l y  

dwell  on t h i s  i s s u e .  I n s t e a d ,  it i s  u s u a l l y  po in ted  o u t  

t h a t  a  given a b s o l u t e  l e v e l  of  a s s i s t a n c e  goes f u r t h e r  i n  a  

smal l  count ry ,  and t h a t  f o r  var ious  p o l i t i c a l  r ea sons ,  donors 

a r e  concerned wi th  c o u n t r i e s  a s  w e l l  a s  people .  Thus, i n  

t h e  examples c i t e d  above, reducing t h e  number of  poor from 5 

t o  4 m i l l i o n  i n  each of  t h e  fou r  smal l  c o u n t r i e s  would 

probably be p r e f e r r e d  t o  a  reduc t ion  from 20 t o  15 m i l l i o n  i n  

t h e  l a r g e  coun t ry ,  d e s p i t e  t h e  l a r g e r  impact i n  t h e  l a t t e r  

ca se .  The problem, of cou r se ,  i s  t h a t  g l o b a l  poverty i s  

heav i ly  concen t r a t ed  n o t  merely i n  low-income c o u n t r i e s ,  b u t  

a l s o  i n  populous c o u n t r i e s .  Thus, f o u r  c o u n t r i e s  account 

f o r  nea r ly  6 0  p e r c e n t  of t h e  t o t a l  number of poor,  whi le  over  

t h r e e - q u a r t e r s  of  t h e  poor a r e  i n  e l even  c o u n t r i e s ,  a l l  w i t h  

t o t a l  popula t ions  above t h i r t y  m i l l i o n  .l' A s i g n i f i c a n t  

b i a s  i n  a s s i s t a n c e  a l l o c a t i o n s  a g a i n s t  populous c o u n t r i e s  i s  

one which a f f e c t s  t h e  v a s t  major i ty  o f  t h e  wor ld ' s  poor. 

Such a  b i a s  i s  extremely counte rproduc t ive  i f  t h e  o b j e c t i v e  

i s  one of making s u b s t a n t i a l  p rogress  i n  a l l e v i a t i o n  of  world 

pover ty  over t h e  nex t  s e v e r a l  decades.  

1/ Based on f i g u r e s  i n  t h e  Annex Table  f o r  popula t ion  and - 
inc idence  of pover ty .  



I V .  Fore iqn  A s s i s t a n c e  - and Growth 

The p r e v i o u s  s e c t i o n s  o f  t h i s  p a p e r  have  e s t a b l i s h e d  

t h a t  LDC p o v e r t y  i s  h e a v i l y  c o n c e n t r a t e d  i n  low-income 

c o u n t r i e s ,  and t h a t  t h e  p e r s i s t e n c e  of  widespread p o v e r t y  

i n  t h i s  group o f  c o u n t r i e s  canno t  r e a s o n a b l y  b e  a t t r i b u t e d  

t o  a  f a i l u r e  o f  t r i ck le -down mechanisms, s i n c e  growth i n  

p e r  c a p i t a  income h a s  been ex t remely  slooi. More p o s i t i v e l y ,  

ev idence  from a  v a r i e t y  o f  s o u r c e s  s u g g e s t s  t h a t  r a p i d  

qrowth i n  low-income c o u n t r i e s  would have  a  s u b s t a n t i a l  

p o s i t i v e  impact  i n  terms o f  pover ty  a l l e v i a t i o n .  However, 

a l t h o u g h  t h e  LDC p o v e r t y  problem i s  h e a v i l y  c o n c e n t r a t e d  i n  

low-income c o u n t r i e s ,  and a l t h o u g h  donors  have e x p r e s s e d  

g r a v e  concern  a b o u t  t h e  f a i l u r e  of qrowth i n  LDCs a s  a  group 

t o  have a  major  impac t  on LDC p o v e r t y ,  t h e  bu lk  of  

c o n c e s s i o n a l  f o r e i g n  a s s i s t a n c e  ( n o t  t o  mention non-concess iona l  

a s s i s t a n c e )  goes t o  middle-income c o u n t r i e s .  Given a  major  

concern  on t h e  p a r t  o f  donors  w i t h  a l l e v i a t i n g  LDC pover ty  

on a  s u s t a i n a b l e  b a s i s ,  t h e r e  i s  a  s t r o n g  arqument f o r  

i n c r e a s i n g  c o n c e s s i o n a l  a s s i s t a n c e  t o  low-income c o u n t r i e s  i f  -- 

s u c h  a s s i s t a n c e  would he e f f e c t i v e  i n  a c c e l e r a t i n g  growth,  

Th i s  depends c r u c i a l l y  on p o l i c i e s  i n  t h e  r e c i p i e n t  c o u n t r i e s .  

T h i s  s e c t i o n  o f  t h e  p a p e r  reviews e v i d e n c e  on t h e  p a s t  and 

p r o s p e c t i v e  e f f e c t i v e n e s s  o f  f o r e i g n  a s s i s t a n c e  i n  promoting 

growth i n  LDCs ,  

A.  E m p i r i c a l  Evidence  -- 
The main ev idence  a g a i n s t  t h e  argument  t h a t  i n c r e a s e d  

a s s i s t a n c e  a c c e l e r a t e s  growth r a t e s  on t h e  f i n d i n g  t h a t  f o r e i g n  



c a p i t a l  i n f l o w s  and domest ic  s a v i n g s  r a t e s  a r e  i n v e r s e l y  

c o r r e l a t e d .  Weisskopf e s t i m a t e d  t h a t  "approx imate ly  2 3  

p e r c e n t  o f  n e t  f o r e i g n  c a p i t a l  i n f l o w  s u b s t i t u t e s  f o r  

1/ domes t i c  s a v i n g s , "  and r e g a r d s  t h a t  f i g u r e  as a  lower  bound.- 

G r i f f i n  and Enos e s t i m a t e d  t h a t  a n  e x t r a  d o l l a r  o f  a i d  

would i n c r e a s e  inves tment  by o n l y  $ .25.2' Other  a u t h o r s  

have found s i m i l a r  n e g a t i v e  c o r r e l a t i o n s .  

Papanek p r o v i d e s  a  r ev iew and cr i t ic ism o f  t h i s  l i t e r a t u r e  

t h a t  a c c e p t s  t h e  observed n e g a t i v e  c o r r e l a t i o n  between 

f o r e i g n  i n f l o w s  and domes t i c  s a v i n g s ,  b u t  sets f o r t h  s e v e r a l  

arguments  a g a i n s t  a  c o n c l u s i o n  t h a t  f o r e i g n  a s s i s t a n c e  c a u s e s  - -  - 

s a v i n g s  e f f o r t s  t o  d e c 1 i n e . y  One argument i s  t h a t  some 

f o r e i g n  a s s i s t a n c e  i s  e x p l i c i t l y  d i r e c t e d  towards a c t i v i t i e s  

commonly c l a s s i f i e d  a s  consumption -- emergency food a i d ;  

m i l i t a r y  a s s i s t a n c e ;  r e c u r r e n t  c o s t  f i n a n c i n g  o f  some govern-  

ment s e r v i c e s  such  a s  h e a l t h ,  e d u c a t i o n  and a g r i c u l t u r a l  

i n p u t s ;  and s o  f o r t h .  Such a s s i s t a n c e  w i l l  l e a d  t o  a n  i n c r e a s e  

i n  i m p o r t s  ( o t h e r  t h i n g s  e q u a l )  and a d e c l i n e  i n  r e c o r d e d  

domes t i c  s a v i n g s ,  t h e  d i f f e r e n c e  between g r o s s  i n v e s t m e n t  and 

1/ T.  Weisskopf ,  "The Impact  o f  F o r e i g n  C a p i t a l  I n f l o w  On - 
Domestic Sav ings  i n  Underdeveloped C o u n t r i e s , "  J o u r n a l  - of - 
I n t e r n a t i o n a l  Economics,Vol.  2 ,  No. 1, 1972,  p .  37 

2 /  C.B .  G r i f f i n  and J . L .  Enos,  " F o r e i g n  A s s i s t a n c e :  O b j e c t i v e s  - 
and Consequences ,"  Economic Development and C u l t u r a l  Change, 
Vol. 1 8 ,  No. 3,  A p r i l  1970,  p ,  321. 

3/ G . F ,  Papanek,  "The E f f e c t  o f  Aid and Other  Resource  T r a n s f e r s  - 
on Sav ings  and  Growth i n  Less  Developed C o u n t r i e s , "  - The 
Economic - J o u r n a l ,  Vol.  82 ,  No. 327, 1972. 



t h e  c u r r e n t  account  d e f i c i t .  Yet i n s o f a r  a s  it i s  provided 

I/ a s  a g r a n t ,  it has  no bea r ing  on domestic sav ings  e f f o r t . -  

A second argument r e s t s  on t h e  tendency f o r  a s s i s t a n c e  t o  

rise i n  t imes  of c r i s i s  caused by exogenous f a c t o r s  such a s  

war, wea ther ,  o r  adverse  movements i n  t h e  terms of t r a d e .  

I n  t h e s e  s i t u a t i o n s ,  sav ings  a r e  l i k e l y  t o  f a l l  more s h a r p l y  

t han  income. This  would produce an observed nega t ive  

r e l a t i o n s h i p  between fo re ign  a s s i s t a n c e  and sav ings  r a t e s ,  

aga in  w i thou t  r e f l e c t i n g  c a u s a l i t y  from inc reased  a i d  t o  

d in in i shedsav ings  e f f o r t .  S i m i l a r l y ,  o i l  e x p o r t e r s  such a s  

Venezuela, N ige r i a ,  and Indones ia  a r e  a b l e  t o  g e n e r a t e  a  

l a r g e  p ropor t ion  of  development expendi tures  from o i l  expor t s  

and t h e r e f o r e  a r e  judged t o  have l e s s  need f o r  f o r e i g n  

a s s i s t a n c e .  Papanek concludes t h a t  "As long a s  bo th  s av ings  

and in f lows  a r e  s u b s t a n t i a l l y  a f f e c t e d  by t h i r d  f a c t o r s ,  t h e  

nega t ive  c o r r e l a t i ~ n  between t h e  two found i n  many s t u d i e s  

sheds l i t t l e  o r  no l i g h t  on t h e i r  c a u s a l  r e l a t i o n s h i p .  f! 

Even i f  a  d o l l a r  of f o r e i g n  a s s i s t a n c e  i n c r e a s e s  investment 

by somewhat less than  a  d o l l a r ,  t h e  e f f e c t s  on growth can 

none the l e s s  be p o s i t i v e  and s u b s t a n t i a l .  I n  a  subsequent  

I f  provided a s  a  l oan ,  t hen  t h e  country  i s  f i n a n c i n g  c u r r e n t  
consumption through borrowing,  i . e . ,  d i s s a v i n g .  Another 
q u e s t i o n ,  of  course ,  i s  whether "consumption" i n  a r e a s  of  
h e a l t h ,  educa t ion ,  and n u t r i t i o n  is  more p rope r ly  c l a s s i f i e d  
as investment .  See t h e  World Development Report  1980 and 
sou rces  c i t e d  t h e r e i n  f o r  an e x t e n s i v e  d i s c u s s i o n  o f  t h i s  
i s s u e .  

Papanek, op. -- c i t . ,  p. 950. 



paper ,  Papanek tests t h e  e f f e c t s  of  domest ic  sav ings ,  

fo re ign  a s s i s t a n c e ,  p r i v a t e  fo re ign  investment ,  and o t h e r  

f o r e i g n  flows -- a l l  measured a s  r a t i o s  t o  GDP -- on growth 

of  G D P . ~  The samples t e s t e d  inc lude  a group of  th i r ty - -one  

Asian c o u n t r i e s ,  and a  l a r g e r  group of e i g h t y - f i v e  developing 

c o u n t r i e s .  H i s  r e s u l t s  a r e  reproduced below: 

Fore ign  Other 
Savings Aid Investment Flows R~ - - 

Growth = 1 . 5  + .20 + -39 + .17 + .19 .37 
(n=85) (2.5) (6 .0)  (5 .8)  (2.5) (2 .1)  

( T  va lues  i n  pa ren theses )  

The va r ious  sou rces  of investment c o l l e c t i v e l y  exp la in  

a s u b s t a n t i a l  p o r t i o n  of  observed growth performance. 

P a r t i c u l a r l y  noteworthy are t h e  r e l a t i v e l y  h igh  c o e f f i c i e n t s  

f o r  a i d ,  which appears  t o  have a  more s i g n i f i c a n t  e f f e c t  on 

growth than  domestic sav ings  o r  o t h e r  forms of  f o r e i g n  

r e sou rce  f lows.  However, t h e  v a l i d i t y  of  t h e s e  c o e f f i c i e n t s  

depends on whether a i d  i s  c o r r e l a t e d  w i t h  o t h e r  sources  of 

growth n o t  inc luded  i n  t h e  equa t ion ,  p a r t i c u l a r l y  v a r i a t i o n s  

i n  e f f i c i e n c y  of  r e s o u r c e  use.  I f  a i d  f lows d i s p r o p o r t i o n a t e l y  

t o  c o u n t r i e s  t h a t  make b e t t e r  use of r e s o u r c e s ,  then t h e  

l/ G . F .  Papanek, "Aid, Foreign P r i v a t e  Investment,  Savings -- 
and Growth I n  Less-Developed C o u n t r i e s , "  Jou rna l  of 
P o l i t i c a l  Economy, Vol. 81, No. 1, 1973, pp. 120-130. 



1,' c o e f f i c i e n t  f o r  a i d  i n  Papanek ' s  r e s u l t s  i s  o v e r s t a t e d . - -  

The most p r e v a l e n t  a n a l y t i c a l  framework f o r  r e l a t i n g  

f l o w s  of  f o r e i g n  a s s i s t a n c e  t o  growth i n  GNP i s  t h e  tib70-gap 

rnode1.l' Chenery and S t r o u t  used t h i s  model t o  f o r m u l a t e  

p r o j e c t i o n s  of  growth and f o r e i g n  a s s i s t a n c e  r e q u i r e m e n t s  

o v e r  t h e  1962-75 p e r i o d  f o r  f i f t y  deve lop ing  c o u n t r i e s .  

Chenery and C a r t e r  p r o v i d e d  a n i n t e r i n r e v i e w  of  development 

performance  r e l a t i v e  t o  t h e s e  p r o j e c t i o n s  f o r  t h e  p e r i o d  up 

t o  1970.  L e w i s  and Michalopoulos have  r e c e n t l y  looked a t  

t h e  Chenery/St rout  and  o t h e r  p r o j e c t i o n s  o f  performance 

t h r o u g h  1975. These rev iews  p r o v i d e  some s c a t t e r e d  i n s i g h t s  

i n t o  t h e  c o n t r i b u t i o n  o f  f o r e i g n  a s s i s t a n c e  t o  more r a p i d  

3/ growth . - 

Michalopoulos and J a y  c o n s i d e r  e x p o r t  growth a  p l a u s i b l e  
i n d i c a t o r  of  i n c r e a s e d  e f f i c i e n c y  i n  r e s o u r c e  u s e ,  and f i n d  
a  weak p o s i t i v e  r e l a t i o n s h i p  between e x p o r t  growth and n e t  
f o r e i g n  c a p i t a l  i n f l o w ,  which t h e y  do n o t  d i s a g g r e g a t e  i n t o  
p u b l i c  and p r i v a t e  components. I n s e r t i n g  e x p o r t  growth 
i n t o  a n  e q u a t i o n  s i m i l a r  t o  Papanek 's  r e s u l t s  i n  a  d e c l i n e  
i n  t h e  v a l u e  of  t h e  c o e f f i c i e n t  f o r  f o r e i g n  c a p i t a l .  See  
C o n s t a n t i n e  Michalopoulos  and K e i t h  E. J a y ,  "Growth Of E x p o r t s  
and  Income I n  t h e  Developing World: A N e o c l a s s i c a l  V i e w , ' "  
A I D  Discuss ion  Paper  No. 28, November 1973. 

H.B. Chenerv and A.M. S t r o u t ,  "Fore iqn  A s s i s t a n c e  and 
Economic ~e ;e lopment ,  " American ~ c o n o m i c  Review, Vol . 56, 
N o .  4 ,  1966 and Ronald McXinnon, " F o r e i g n  Exchange 
C o n s t r a i n t s  i n  Economic Development," Economic J o u r n a l ,  -- 
Val. 24, No. 124 ,  J u n e  1964. 

H. Chenery and N. C a r t e r ,  "Fore ign  A s s i s t a n c e  and Develop- 
ment Performance 1960--70," American Economic Review, -- 
Vol. 63, No. 2,  May 1973 and T.L. L e w i s  and C o n s t a n t i n e  
Michalopoulos ,  "Developing C o u n t r i e s '  Growth: P r o j e c t i o n s ,  
Performance and I m p l i c a t i o n s  f o r  a  New I n t e r n a t i o n a l  
Development S t r a t e g y , "  A I D  Mimeo, J a n u a r y  1980.  



Chenery and C a r t e r  no t e  t h a t  growth over t h e  s i x t i e s  was 

on t h e  whole f a i r l y  c l o s e  t o  p r o j e c t i o n s .  Of t h i r t y - s e v e n  

c o u n t r i e s ,  twenty-five were w i t h i n  1 . 2  percentage p o i n t s  

o f  p r o j e c t e d  r a t e s ,  f i v e  grew s u b s t a n t i a l l y  more r a p i d l y  

and seven grew much more s lowly.  Ove ra l l  t h e r e  was a  

cons ide rab le  s h o r t f a l l  i n  f o r e i g n  c a p i t a l  inf lows a s  w e l l  

a s  a  hardening of terms t h a t  a f f e c t e d  t h e i r  d i s t r i b u t i o n  among 

c o u n t r i e s .  On t h e  o t h e r  hand, e x p o r t  performance was much 

b e t t e r  than  p r o j e c t e d .  O f  f i v e  c o u n t r i e s  f o r  which growth 

was h igh  a b s o l u t e l y  and r e l a t i v e  t o  p r o j e c t i o n s ,  t h e  f o r e i g n  

c a p i t a l  in f low was of major s i g n i f i c a n c e  i n  exp la in ing  t h e  

s u r p r i s i n q l y  good performance i n  Kenya and Thai land;  of  l e s s  

s i g n i f i c a n c e  i n  Korea; and unimportant  i n  I r a n  and Taiwan. 

For t h i r t e e n  high-growth c o u n t r i e s ,  t h e  fo re ign  c a p i t a l  in f low 

was about a s  p r o j e c t e d .  For e l even  "normal-growth" c o u n t r i e s  

and f o r  t h i r t e e n  low-growth c o u n t r i e s ,  t h e r e  were s u b s t a n t i a l  

s h o r t f a l l s ,  on t h e  o r d e r  o f  40  t o  70  pe rcen t  of p r o j e c t i o n s .  

For t h e  l a t t e r  group,  only  fou r  of t h e  t h i r t e e n  c o u n t r i e s  

r ece ived  amounts of  a s s i s t a n c e  even c l o s e  t o  t h e i r  p r o j e c t e d  

needs.  N a t u r a l l y ,  t h e  c a u s a l i t y  between poor performance and 

low a i d  l e v e l s  can run both ways. However, Chenery and C a r t e r  

s i n g l e  o u t  I n d i a  a s  an  important  c a s e  where s h o r t f a l l s  i n  

f o r e i g n  a s s i s t a n c e  s e v e r e l y  c o n s t r a i n e d  growth. They a rgue  

t h a t ,  based on I n d i a ' s  sav ings  and expor t  performance, a i d  

a l l o c a t e d  t o  I n d i a  on a  b a s i s  comparable t o  o t h e r  c o u n t r i e s  

would have r a i s e d  t h e  growth r a t e  from 3.5 t o  5 .8  p e r c e n t ,  o r  



w e l l  ove r  a doubl ing of p e r  c a p i t a  growth given a  popula t ion  

growth r a t e  of  2 .1  pe rcen t .  

The review by L e w i s  and Michalopoulos f o r  t h e  1960-75 

pe r iod  conf i rms t h e  c o n t i n u a t i o n  o f  t h e  t r e n d s  h i g h l i g h t e d  

by Chenery and C a r t e r .  They provide  an a n a l y s i s  by r eg ion  

t h a t  compares t h e  fo re ign  c a p i t a l  in f low i n  1975 w i t h  t h e  

l e v e l  p r o j e c t e d  by Chenery and S t r o u t .  For South As ia ,  t h e  

p r o j e c t i o n s  c a l l e d  f o r  $8 .1  b i l l i o n ,  whereas t h e  a c t u a l  

f o r e i g n  c a p i t a l  in f low was $2.6 b i l l i o n .  There was a  

corresponding s h o r t f a l l  i n  t h e  growth r a t e  of investment  over  

t h e  p e r i o d  (4 .6  pe rcen t  a c t u a l  ve r sus  7.9 pe rcen t  p r o j e c t e d )  

and o f  o u t p u t  (3 .8  pe rcen t  v e r s u s  6 .1  pe rcen t  p r o j e c t e d )  . 
For sub-Saharan Af r i ca  t h e  Eoreign c a p i t a l  in f low i n  1975 

exceeded t h e  p r o j e c t i o n s  ($5.4  b i l l i o n  versus  $3.7  b i l l i o n )  

b u t  investment  growth f e l l  well s h o r t  (5.8 p e r c e n t  ve r sus  

7.3 p e r c e n t  p r o j e c t e d ) .  Nonetheless ,  t h e  GNP growth r a t e  

was c l o s e  t o  what was p r o j e c t e d  ( 4 . 4  pe rcen t  ve r sus  4 . 8  

pe rcen t  p r o j e c t e d ) .  I n s o f a r  a s  l a r g e  amounts of a i d  were 

used i n  A f r i c a  f o r  r e l i e f  of  drought  and famine du r ing  t h e  

f i r s t  h a l f  o f  t h e  1970s,  t h i s  may e x p l a i n  t h e  low sav ings  and 

investment  growth. 

The ev idence  presen ted  by Chenery and C a r t e r  and by L e w i s  

and Michalopoulos on t h e  importance of f o r e i g n  a s s i s t a n c e  i n  

ach iev ing  a c c e l e r a t e d  growth i s  somewhat i nconc lus ive ,  i n  p a r t  

because t h e  exper ience  of  va r ious  c o u n t r i e s  and r eg ions  was 

mixed, and i n  p a r t  because t h e r e  i s  no t  a c l e a r l y  v a l i d  metho- 



dology f o r  i d e n t i f y i n g  t h e  c o n t r i b u t i o n  of  increased  

f o r e i g n  a s s i s t a n c e  t o  a c c e l e r a t e d  growth, o r  t h e  l a c k  of 

f o r e i g n  a s s i s t a n c e  t o  slow 9rowth.L' For  o u r  purposes,  

t h e  exper ience o f  South Asia i n  gene ra l  and I n d i a  i n  

p a r t i c u l a r  i s  impor tan t ,  i n s o f a r  a s  bo th  papers  sugges t  t h a t  

i n a v a i l a b i l i t y  of f o r e i g n  c a p i t a l  s e v e r e l y  cons t r a ined  

investment  and growth, i n  t h e  reg ion  where t h e  major p o r t i o n  

of g l o b a l  pover ty  i s  concent ra ted .  

B. P r o j e c t i o n s  

Some i n s i g h t s  i n t o  t h e  e f f e c t s  of i nc reased  ODA 

flows on growth p rospec t s  i n  low-income c o u n t r i e s  can be 

gleaned from a comparison o f  t h e  base  and h igh  s c e n a r i o s  

2/ f o r  1980-90 con ta ined  i n  t h e  World Development Report 1979.- 

I n  t h e  base  s c e n a r i o ,  ODA f lows t o  low-income c o u n t r i e s  would 

amount t o  $5.7 b i l l i o n  (1977 p r i c e s )  i n  1980 and rise t o  $11.6 

b i l l i o n  (1977 p r i c e s )  by 1990. The growth r a t e  i n  GDP f o r  

low-income c o u n t r i e s  i n  t h i s  s c e n a r i o  would be  4 . 9  pe rcen t .  

The "high" s c e n a r i o  assumes more r a p i d  growth o f  expor t s ,  ODA 

and p r i v a t e  c a p i t a l  f lows,  and a l s o  more expensive energy.  

More r a p i d  annual  growth of ODA (6 .7  p e r c e n t  compared wi th  

3.6 pe rcen t  i n  t h e  base)  would raise ODA a l l o c a t i o n s  t o  low- 

income c o u n t r i e s  t o  $15.6 b i l l i o n  by 1990, about  $ 4  b i i l i o n  

1/ Perhaps due t o  d i s i l l u s i o n  r ega rd ing  t h e  e f f i c a c y  of growth - 
i n  improving w e l f a r e ,  t h e r e  appears  t o  have been l i t t l e  work 
on t h e  r e l a t i o n  between f o r e i g n  a s s i s t a n c e  and growth s i n c e  
t h e  e a r l y  1970s. 

2/ World Development Report  1979, op. c i t . ,  Chapter  2 ,  - 
p a r t i c u l a r l y  Tables  8 ,  9 and 16. 



h i g h e r  t h a n  i n  t h e  b a s e  s c e n a r i o .  Flows of  p r i v a t e  c a p i t a l  

i n  t h e  h i g h  s c e n a r i o  would i n c r e a s e  a t  a  r a t e  o f  6 .3  

p e r c e n t ,  compared w i t h  3.9 p e r c e n t  i n  t h e  b a s e .  However, 

t h e  s h a r e  o f  p r i v a t e  l o a n s  i n  t h e  f i n a n c i n g  o f  e x t e r n a l  

r e s o u r c e  requ i rements  o f  low-income c o u n t r i e s  i s  expec ted  t o  

d r o p  from 2 3  p e r c e n t  i n  1976 t o  4 p e r c e n t  i n  1985 and 1990,  

s o  t h a t  t h e  impact  o f  t h e  change i n  t h i s  assumpt ion  i s  

a p p a r e n t l y  q u i t e  minor.  F i n a l l y ,  merchandise  e x p o r t s  of  

d e v e l o p i n g  c o u n t r i e s  a r e  t o  i n c r e a s e  a t  6 .5  p e r c e n t  a n n u a l l y  

i n  t h e  b a s e  s c e n a r i o ,  and 7 . 5  p e r c e n t  i n  t h e  h i g h  s c e n a r i o ,  

r e f l e c t i n g  mainly  more r a p i d  growth o f  manufactured  e x p o r t s .  

I n s o f a r  a s  t h e  low-income c o u n t r y  s h a r e  i n  t h i s  t r a d e  remains 

s m a l l ,  and t h e  r o l e  o f  manufactured  e x p o r t s  i n  low-income 

c o u n t r y  e x p o r t s  i s  s m a l l ,  t h e  effect-. o f  t h i s  assumption i s  

p r o b a b l y  a l s o  r e l a t i v e l y  minor.  On t h e  n e g a t i v e  s i d e ,  t h e r e  

are no o f f s e t t i n g  f a c t o r s  t o  dampen t h e  e f f e c t s  of  t h e  

assumpt ion  of  m o d e r a t e l y  h i g h e r  ene rgy  p r i c e s .  O v e r a l l ,  -- t h e  - 

main p o s i t i v e  - e f f e c t  o f  t h e  h i g h  s c e n a r i o  f o r  low-income -- 

c o u n t r i e s  a p p e a r s  t o  be  t h a t  of  more r a p i d  growth of  ODA -- f l o w s ,  

a n  i n c r e a s e  between 1980 and 1990 of  a b o u t  $6 b i l l i o n  - i n  t h e  

b a s e  s c e n a r i o  and $10 b i l l i o n  i n  t h e  h i g h  s c e n a r i o .  --- The e f f e c t  

on  growth would b e  t o  r a i s e  t h e  growth r a t e  from 4 . 9  p e r c e n t  

i n  t h e  b a s e  s c e n a r i o  t o  5.9 p e r c e n t  i n  t h e  h i g h  s c e n a r i o .  

With p o p u l a t i o n  growth e s t i m a t e d  a t  2 . 2  p e r c e n t  o v e r  t h e  decade ,  

t h e  d i f f e r e n c e  i n  p e r  c a p i t a  G D P  growth would b e  3.7 v e r s u s  

2 . 7  p e r c e n t .  The e s t i m a t e s  of  t h e  e f f e c t s  o f  more r a p i d  growth 



on t h e  i n c i d e n c e  o f  p o v e r t y  p r e s e n t e d  e a r l i e r  ( p .  22) s u g g e s t s  

t h a t  t h i s  would make a  s u b s t a n t i a l  d i f f e r e n c e  i n  t h e  e x t e n t  

of p o v e r t y  by t h e  y e a r  2000. 

C .  An I l l u s t r a t i v e  S c e n a r i o  

Most d i s c u s s i o n s  of  b a s i c  needs  have s t r e s s e d  t h e  need 

f o r  s i z e a b l e  i n c r e a s e s  i n  t h e  volume o f  ODA i f  s u b s t a n t i a l  

p r o g r e s s  towards  e r a d i c a t i o n  o f  g l o b a l  p o v e r t y  i s  b e  a c h i e v e d  

o v e r  t h e  n e x t  s e v e r a l  decades .  For  i n s t a n c e ,  Burki  and 

Voorhoeve estimate t h a t  t h e  a d d i t i o n a l  inves tment  c o s t s  

r e q u i r e d  t o  m e e t  b a s i c  needs i n  t h e  low-income c o u n t r i e s  by 

t h e  y e a r  2000 would amount t o  a b o u t  $12 b i l l i o n  a n n u a l l y  i n  1975 

p r i c e s ,  o r  approx imate ly  $13.5  b i l l i o n  i n  1977 p r i c e s .  

Resource r e q u i r e m e n t s  i n  te rms o f  r e c u r r e n t  c o s t s  a s s o c i a t e d  

w i t h  t h i s  i n v e s t m e n t  would be even h i g h e r .  They c o n c l u d e  t h a t  

"Development a s s i s t a n c e  would have  t o  . . . g  row a t  a  v e r y  r a p i d  

I/ r e a l  r a t e ,  i f  b a s i c  needs w e r e  t o  b e  m e t  by t h e  y e a r  2000."- 

The f i g u r e s  i n  Table  V I I  ( p .  33) s u g g e s t  t h a t  a  

r e o r i e n t a t i o n  of ODA toward low-income c o u n t r i e s  c o u l d  r e s u l t  

i n  major  i n c r e a s e s  i n  t h e  volume o f  a s s i s t a n c e  a l l o c a t e d  t o  

1/ See  S . J .  Burk i  and 3 , J . C .  Voorhoeve, "Global  E s t i m a t e s  f o r  - 
Meeting B a s i c  Needs: Background P a p e r , "  B a s i c  Meeds P a p e r  
No. 1, I B R D ,  August 1977. O t h e r  d i s c u s s i o n s  o f  r e s o u r c e  
r e q u i r e m e n t s  f o r  a l l e v i a t i n g  p o v e r t y  and meet ing  b a s i c  needs  
a r e  c o n t a i n e d  i n  J .J .  S t e r n  "Growth, R e d i s t r i b u t i o n  and 
Resource Use , "  Development D i s c u s s i o n  Paper  No. 1 3 ,  Harvard  
I n s t i t u t e  f o r  I n t e r n a t i o n a l  Development, A p r i l  1876,  a n d  
J a n  T inbergen ,  Reshaping t h e  ~ n t e r n a t i o n a l - o r d e r :  A Repor t  
t o  t h e  Club o f  Rome. E . P .  Du t ton ,  N e w  York, 1976.  
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c o u n t r i e s  where the  bulk of t h e  wor ld ' s  poor a r e  loca ted .  

For i n s t a n c e ,  i f  80 percent  of  ODA were a l loca ted  t o  

coun t r i e s  t h a t  account f o r  80 percent  of the  wor ld ' s  poor,  

t h e  volume of a s s i s t a n c e  committed t o  t h a t  group would 

i n c r e a s e  from $11.3 b i l l i o n  t o  $20.3 b i l l i o n .  

This r e a l l o c a t i o n  could be e f f e c t e d  through va r ious  

combinations of t h e  following t h r e e  measures: imposing an 

income c e i l i n g  on e l i g i b i l i t y  f o r  ODA, o r  otherwise 

reducing t h e  number of middle- and high-income c o u n t r i e s  

t h a t  r ece ive  ODA; e x p l i c i t l y  incorpora t ing  a  b i a s  i n  favor  of 

low~income coun t r i e s ;  and diminishing o r  removing t h e  b i a s  

a g a i n s t  l a r g e  coun t r i e s ,  For i n s t a n c e  i f  the  IDA-el ig ib i l i ty  

c r i t e r i o n  (1977 per  c a p i t a  income of $580) were adopted f o r  

a l l  a l l o c a t i o n s  of ODA, then over  80 percent  of p o t e n t i a l  

r e c i p i e n t  populat ions would be i n  coun t r i e s  with p e r  c a p i t a  

incomes below $300. Simply removing t h e  b i a s  a g a i n s t  l a r g e  

coun t r i e s ,  without  e x p l i c i t l y  a l l o c a t i n g  i n  favor of low- 

income c o u n t r i e s ,  would lead  t o  an a l l o c a t i o n  of 80 percent  

of  ODA t o  low-income count r ies .  

What would be t h e  s i g n i f i c a n c e  of t h a t  a s s i s t a n c e  i n  

economic terms? The t o t a l  populat ion of t h e  group of coun t r i e s  

wi th  p e r  c a p i t a  incomes a t  o r  below $300 i s  about 1.25 

b i l l i o n ,  and t h e  (weighted) average pe r  c a p i t a  GMP of t h e  group 

i s  about $170.1' Aggregate GNP of  t h e  group i s ,  the re fo re ,  

I/ World Development Report 1979, Table 1. This average i s  - 
c a l c u l a t e d  on t h e  b a s i s  of  a  s l i g h t l y  d i f f e r e n t  sample t h a t  
inc ludes  Bhutan and exludes cape-Verde, Gambia, the-solomon 
I s l ands  and Guinea Bissau. 



approximately $212 b i l l i o n ,  s o  t h a t  $20 b i l l i o n  of  a s s i s t a n c e  

would come t o  a lmost  10 p e r c e n t  of  aggrega te  GNP. I n  t h e  

same group of c o u n t r i e s ,  g r o s s  domestic s av ings  accounts  f o r  

about  18 pe rcen t  of p e r  c a p i t a  income, s o  t h a t  a r e o r i e n t a t i o n  

o f  ODA could p o t e n t i a l l y  r a i s e  t h e  investment  r a t e  t o  around 

I/ 25 pe rcen t ,  compared wi th  a c u r r e n t  r a t e  of  2 1  percen t , -  

For middle-income c o u n t r i e s  -- t hose  w i t h  p e r  c a p i t a  

incomes above $300 -- ODA accounted f o r  roughly 22 p e r c e n t  

o f  - n e t  disbursements of medium and long t e r m  l oans  and g r a n t s  

i n  1976.2' A r e o r i e n t a t i o n  of ODA a long  t h e  l i n e s  descr ibed  

above would reduce t h e  s h a r e  of  middle-income c o u n t r i e s  i n  

t o t a l  ODA from 56 p e r c e n t  t o  20 percen t .  This  r educ t ion  i n  

ODA t o  middle-income c o u n t r i e s  would, t h e r e f o r e ,  amount t o  

roughly 1 4  pe rcen t  of  medium- and long-term l o a n s  and g r a n t s .  

Much of  t h i s  could be  made up by expansion o f  non-ODA lending ,  

a t  l i t t l e  r e a l  c o s t  t o  donors.  

The s c e n a r i o  desc r ibed  above i s  merely i l l u s t r a t i v e .  The 

p o i n t  of t h e  d i s c u s s i o n  i s  t h a t  t h e  c u r r e n t  d i s t r i b u t i o n  of  

ODA does  n o t  r e f l e c t  very  w e l l ,  t h e  d i s t r i b u t i o n  of g l o b a l  

The f a c t  t h a t  t h e  investment  rate is  on ly  3 percen tage  
p o i n t s  above t h e  s av ings  r a t e  r e f l e c t s  s e v e r a l  f a c t o r s .  
F i r s t ,  n e t  r e c e i p t s  of ODA w e r e  about  two-thi rds  t h e  
l e v e l  of  commitments i n  1977. Secondly, some o f  t h e  
f o r e i g n  a s s i s t a n c e  c o n s i s t s  o f  t r a n s f e r s  d i r e c t e d  towards 
consumption ( e . g . ,  some forms of food a i d )  and,  t h e r e f o r e ,  
does n o t  d i r e c t l y  c o n t r i b u t e  t o  investment .  

World Development Report  1979, p.  9. These f i g u r e s  a r e  n o t  
s t r i c t l y  comparable, b u t  do s e r v e  t o  i n d i c a t e  o r d e r s  of 
magnitude. 



p o v e r t y ;  t h a t  t h e r e  i s  c o n s i d e r a b l e  scope  f o r  i n c r e a s i n g  

r e s o u r c e  f lows t o  t h e  c o u n t r i e s  where most o f  t h e  w o r l d ' s  

poor  a r e  l o c a t e d  t h r o u g h  a  r e o r i e n t a t i o n  o f  ODA; t h a t  such 

a r e o r i e n t a t i o n  c o u l d  b e  o f  major s i g n i f i c a n c e  t o  t h i s  group 

o f  c o u n t r i e s  i n  macroeconomic terms; and t h a t  t h e  n e g a t i v e  

macroeconomic e f f e c t s  on middle-income c o u n t r i e s  would be  

o f  a r e l a t i v e l y  s m a l l  o r d e r  of  m a m i t u d e .  

A combinat ion  o f  i n c r e a s e s  i n  t h e  t o t a l  volume o f  ODA 

and r e o r i e n t a t i o n  o f  ODA toward low-income c o u n t r i e s  would, 

o f  c o u r s e ,  s o f t e n  t h i s  n e g a t i v e  impact .  For  i n s t a n c e ,  t h e  

B r a n d t  Commission r e p o r t  recommends an i n c r e a s e d  l e v e l  o f  

a s s i s t a n c e  f o r  c o u n t r i e s  i n  " t h e  p o v e r t y  b e l t s  of AErica 

a n d  As ia"  o f  a t  leas t  $ 4  b i l l i o n  p e r  y e a r  i n  r e a l  te rms f o r  

t h e  n e x t  two d e c a d e s . l /  I n  1977 p r i c e s ,  t h i s  would. amount t o  

a b o u t  $ 3 . 2  b i l l i o n  o r  o n e - t h i r d  o f  t h e  a s s i s t a n c e  t h a t  

migh t  be r e d i s t r i b u t e d .  

Pos t s c r i ~ t  

S i n c e  t h e  b u l k  o f  t h i s  paper  was w r i t t e n ,  t h e  World --- 

Development Repor t  1981 h a s  been i s s u e d .  P r o s p e c t s  f o r  t h e  

low-income o i l - i m p o r t i n g  c o u n t r i e s  -- e s s e n t i a l l y  t h e  low- 

income c o u n t r i e s  d i s c u s s e d  i n  t h i s  paper  w i t h  t h e  e x c l u s i o n  

o f  I n d o n e s i a ,  Angola and  Z a i r e  -- a r e  q u i t e  dim. Over t h e  

n e x t  decade ,  t h e  a v e r a g e  a n n u a l  growth r a t e  i n  p e r  c a p i t a  

income f o r  t h i s  g roup  is  p r o j e c t e d  t o  be  somewhere between 0 . 7  

1/ See  North-Souths A Program f o r  S u r v i v a l ,  Repor t  of t h e  - - ---------.--. 
~ n d e p e n d e n t  Commission on I n t e r n a t i o n a l  Development I s s u e s ,  

Pup------ --- -- ------ 
MIT P r e s s ,  1980. 



and 1 .8  p e r c e n t .  Growth a t  t h e s e  r a t e s  w i l l  r e s u l t  i n  o n l y  

very slow p rog res s  i n  reducing t h e  h igh  inc idence  of 

pover ty  i n  t h e  group of  c o u n t r i e s  t h a t  account  f o r  most of  

t h e  wor ld ' s  poor ,  and q u i t e  p o s s i b l y  imp l i e s  an i n c r e a s e  i n  

t h e  a b s o l u t e  numbers of poor. The urgency of i n t e r n a t i o n a l  

measures t o  a c c e l e r a t e  t h e  flow of  conces s iona l  a s s i s t a n c e  

t o  low-income c o u n t r i e s ,  a s  w e l l  a s  domestic p o l i c i e s  t o  

ensure  t h a t  f o r e i g n  a s s i s t a n c e  e f f e c t i v e l y  c o n t r i b u t e s  t o  

t h e i r  growth,  has never been g r e a t e r .  I n  t h e  absence of such 

measures, d i s c u s s i o n s  of whether growth does o r  does n o t  

r e s u l t  i n  s u b s t a n t i a l  reduc t ions  of  pover ty  w i l l  be p u r e l y  

academic. 



Annex Table  

Country 

Bangladesh 
Laos 
E t h i o p i a  
Ma1 i 
Nepal 
Somalia 
Burundi 
Chad 
Rwanda 
Upper V o l t a  
Z a i r e  
Cape Verde 
Burma 
Malawi 
I n d i a  
Mozambique 
Niger 
Vietnam 
Afghan i s tan  
P a k i s t a n  
S i e r r a  Leone 
Tanzania 
Benin 
S r i  Lanka 
Gambia 
Guinea 
H a i t i  
Lesotho 
Madagascar 
Solomon Isles 
C e n t r a l  A f r i c a n  
Kenya 
Maur i t an ia  
Uganda 
Guinea Bissau  
Sudan 
Angola 

1 / Per  Capita-  
GNP - 1977 

($1 

p o p u l a t i o n l /  Average ~ n n u a l z '  Per  C a p i t a  P e r  C a p i t a  Percen tage  of 
1977 ODA - 1976-78 ODA Income - 1975 Popula t ion  

( m i l l i o n s )  ( $ m i l l i o n s ,  ($1 ( I C P  $1 i n  Absolute  
Cornmi tments)  -- Pover ty  - 



Annex T a b l e  ( c o n t i n u e d )  - G'7 - 

C o u n t r y  

I n d o n e s i a  
Tog0 
E g y p t  
Cameroon 
Yemen, PDR 
Ghana 
Honduras  
Botswana 
L i b e r i a  
N i g e r i a  
T h a i l a n d  
S e n e g a l  
Yemen A r a b  R e p u b l i c  
P h i l i p p i n e s  
Zambia 
Congo, P.R. 
Papua  New G u i n e a  
E l  S a l v a d o r  
Morocco 
Guyana 
D j i b o u t i  
S w a z i l a n d  
B o l i v i a  
I v o r y  C o a s t  
J o r d a n  
Colombia  
P a r a g u a y  
E c u a d o r  
Gua temala  
Korea ,  R e p u b l i c  o f  
N i c a r a g u a  
Dominican R e p u b l i c  
P e r u  
T u n i s i a  
S y r i a  
M a l a y s i a  

I/ P e r  C a p i t a l -  
GNP - 1 9 7 7  

( $ )  

1/ P o p u l a t i o n -  
1 9 7 7  

( m i l l i o n s )  

2/ A v e r a g e  Annual-  
ODA - 1976-78 
( $  m i l l i o n s ,  
Commitments) 

889.0  
94.2 

2 , 7 9 7 . 3  
232.9 
135 .4  
1 6 3 . 2  
1 2 6 . 3  

8 7 . 5  
64.4 
42.8  

260.2  
1 9 7 . 9  
388.9 
294.4 
187 .4  

68 .3  
310.8 

59 .1  
310 .8  

68.9 
5 2 . 1  
47 .5  

1 7 4 . 7  
126 .2  
969.8 
1 4 0 . 9  

3 7 . 3  
75.2  
9 3 . 1  

300.0  
58 .8  
67.0  

1 7 0 . 1  
335.9 

1 , 2 9 8  - 3  
94 .8  

P e r  C a p i t a  
ODA 
( $ )  

P e r  C a p i t a  
Income - 1 9 7 5  

(ICP $1 

P e r c e n t a g e  o f  
P o p u l a t i o n  
i n  A b s o l u t e  
P o v e r t y  -- 

59* 
46 
20* 
3 7 
47  
25* 
2  8  
2  2  
3 0  
35* 
32" 
35* 
5  0  
3  3* 
10"  
2  7  
2  2 
2  1 
26" 
1 8  
3  3  
2  2  
3  3  
2  5* 
2  4  
1 9 *  
2  2  
1 7  
l o *  

8  * 
8 
8  

18"  
10"  
2 1  
12*  



A n n e x  T a b l e  ( c o n t i n u e d )  'GP - 

A l g e r i a  
T u r k e y  
Mexico 
J a m a i c a  
L e b a n o n  
C h i l e  
T a i w a n  
F i j i  
Panama 
C o s t a  R i c a  
B r a z i l  
S u r i n a m  
A r g e n t i n a  
C y p r u s  
M a 1  t a  
P o r t u g a l  
F r e n c h  G u i a n a  
I r a n  
Oman 
G u a d a l u p e  
N e t h e r l a n d s  A n t i l l e s  
G r e e c e  
Israel  
R e u n i o n  
M a r t i n i q u e  
B a h r a i n  
Gabon  
New C a l e d o n i a  
F r e n c h  P o l y n e s i a  

1 / P e r  C a p i t a -  
GNP - 1 9 7 7  

( $ )  

I/ P o p u l a t i o n -  
1 9 7 7  

( m i l l i o n s )  

A v e r a g e  ~ n n u a l g '  P e r  C a p i t a  P e r  C a p i t a  P e r c e n t a g e  of 
ODA - 1 9 7 6 - 7 8  ODA I n c o m e  - 1 9 7 5  P o p u l a t i o n  
( $  m i l l i o n s ,  ( $ 1  ( I C P  $ 1  i n  A b s o l u t e  
Commi tmen t s  ) - --- 

1 4 3 . 0  8 . 3 4  8  0  9  1 9  
1 5 6 . 8  3 .74  914* 1 4 "  

4 2 . 4  . 6 7  1 , 4 2 9 "  1 4  * 
98 .2  4 6 . 7 6  1 , 2 1 1  6  

1 2 9 . 2  4 3 . 9 5  1 , 2 0 5  6  
7 1 . 4  6 . 7 7  798*  11* 
4 0 . 9  2 . 4 4  1, 075* 5  * 
3 5 . 9  6 0 . 8 5  1 , 0 8 9  9  
2 8 . 6  1 6 . 1 6  1 , 4 4 0  5** 
6 8 . 4  3 3 . 2 0  1 , 3 4 6  5* * 

1 5 7 . 0  1 . 3 5  1 , 1 3 6 "  1 5 *  
1 8 6 . 4  4 9 0 . 6 1  2 , 1 7 5  5  * * 

6 0 . 8  2 . 3 3  2 , 0 9 4 *  5  * 
5 6 . 8  8 8 . 7 5  1 , 6 5 1  5** 
3 8 . 5  1 1 7 . 6 0  2 , 3 7 6  5** 

1 4 0 . 2  1 4 . 6 3  1 , 6 7 6  5  * * 
9 7 . 1  1 , 6 1 8 . 3 3  1 , 4 2 2  5** 
5 9 . 2  1 . 7 0  1 , 2 5 7 *  13" 

1 0 4 . 2  1 2 8 . 6 0  1 , 0 2 0  11 
2 7 4 . 7  8 5 8 . 4 3  1 , 7 2 8  5** 

4 8 . 0  2 0 0 . 0 0  2 , 4 0 0  5** 
4 7 . 0  5 . 0 9  2 , 3 7 0  5** 

1 , 0 8 5 . 3  3 0 1 . 4 7  3 , 2 3 2  5  * * 
4 8 7 . 4  9 7 4 . 8  1 , 4 9 1  5** 
3 2 1 . 7  1 , 0 0 5 . 3  2 , 2 3 8  5** 
1 0 2 . 5  3 0 1 . 4 7  2 , 0 7 9  5** 

4 9 . 3  9 8 . 0 0  1 , 7 6 7  5** 
7 6 . 9  5 1 2 . 6 7  2 , 9 3 9  5** 
78 .7  5 2 4 . 6 7  3 , 3 6 2  5** 

* D a t a  are f r o m  A h l u w a l i a ,  C h e n e r y  a n d  C a r t e r  
** V a l u e  of 5  p e r c e n t  i m p o s e d  
1/ W o r l d  D e v e l o p m e n t  R e p o r t  1 9 7 9  a n d  1 9 7 9  World Bank  A t l a s  - 
2/ D e v e l o p m e n t  C o o p e r a t i o n  1 9 7 9 ,  T a b l e  D.4 - 
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